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THE TROPHIES OF PEACE 


<p HEN we contemplate the tragic events of the past five months, which 

§ have no parallel in human history, we may derive the keen satisfaction 

f that this country has not only been equal to the strain imposed 

upon its credit and trade relations, both of foreign and domestic 

character, but that it is also preparing for a new career of business 

expansion and peaceful conquest. Instead of uncertainty and gloomy prediction 
we go forth to meet the new year with greater determination and rekindled faith 
in the future. While European nations are bending every nerve and agency to 
accomplish destruction the men who shape the business, banking and industrial 
activities of this country are animated by a broader vision of usefulness and oppor- 
tunity. Instead of mobilizing armies we are mobilizing credits and banking re- 
sources. The American Dollar is making its appearance as a medium of inter- ° 
national credit in markets where sterling exchange, the franc and the mark were 
formerly in supreme command. Upon the high seas the starry emblem is once 
more taking its rightful place in the shipping world. In place of gold we are sending 
out wheat, grain and other foodstuffs and commodities in daily increasing volume, 
thereby reversing the trade balance in our favor and dispelling the danger of a 
deluge of American securities held in foreign countries. Not only have we wiped 
out a floating debt. of $350,000,000 since the commencement of the war but we 
have also brought the rate for sterling exchange to a point which makes possible 
the early importation of gold, although there is a common interest between London 
and our bankers to keep exchange working freely without any excessive movement 
of precious metal either way. Through the operation of the Federal Reserve 
banks several hundred millions of idle cash have been rendered available to stimulate 
legitimate business activities and assure a free flow of credit'in home markets. 
Cotton, as a non-contraband article, is being exported in large quantities and 
the latest announcements from Washington advise of the success of the $135,- 
000,000 cotton loan fund subscription. November foreign trade statistics reveal 
an excess of nearly $80,000,000 exports over imports with the outward movement 
steadily growing in view of the devastation and shortage of supplies in the Euro- 
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pean war zone. The committee in charge of the $100,000,000 gold pool have 
used, thus far, only $7,500,000 of the first subscription of $25,000,000, while the 
foreign exchange market is resuming its normal course. Surprising also is the 
strength of the money situation abroad, despite the heavy burden of war loans. 
In short, the people of this country may congratulate themselves that obstacles, 
real or fancied, have been overcome and that the way is clear for steady, substan- 
tial improvement. 


SUCCESSFUL RE-OPENING OF NEW YORK STOCK EXCHANGE 
AND A REMARKABLE RECOVERY 


The resumption of trading in all listed stocks on the New York Stock Ex- 
change easily overshadowed all other recent developments in the restoration of 
financial and business activities. It removed not only the dread of demoralizing 
foreign liquidation which held the security markets in check, but likewise created 
a wholesome feeling of confidence in banking and investment circles generally. 
Instead of a record breaking volume of daily transactions and violent fluctuations 
the quotations reflected a firm price basis. The announcement of the decision 
of the Interstate Commerce Commission in granting the railway rate increase 
strengthened the position of security values both here and abroad. The 
course of trading also gives ample assurance of support in the event of foreign 
selling pressure. At the same time the market is still subject to minimum price 
restrictions and the conservative exchange members are working hand in hand 
with banking interests to discourage any undue evidence of speculation. It should 
be recalled in this connection that there is a protective agreement in London 
whereby loans made on securities, outstanding July 30th, are to be carried by the 
Bank of England until twelve months after peace has been declared, but which 
gives the banks the option of calling such loans when market prices reach the basis 
upon which such loans were made or renewed. 


ONE MONTH UNDER FEDERAL RESERVE SYSTEM 


Although it is hardly reasonable to expect any tangible results as the result of 
a month of active operation it is significant that confidence in the usefulness and 
ultimate success of the Federal Reserve system is steadily increasing. The con- 
solidated’ statement of the twelve Reserve banks at the close of December 11th 
shows aggregate resources of $272,476,000, which embraces $232,073,000 gold 
coin and certificates, $28,170,000 legal tender notes, etc., $6,466,000 bills dis- 
counted and loans maturing within 30 days and $1,960,000 maturities within 60 
days. The paid in capital amounts to $18,047,000. The comparatively slight use 
of the rediscounting facilities is not necessarily disappointing, because of the 
avowed policy of the Federal Reserve Board to maintain a higher discount rate 
than prevails in the open market and to discourage any undue expansion of credits 
at this time. As the Reserve banks develop to a higher stage of efficiency and 
business conditions are thoroughly normal the Federal Board will doubtless be 
governed more largely by sectional requirements in adjusting the official rate of 
discounts. It is also of interest to note that the Federal Advisory Council is 
composed of such eminent bankers, which is a further guarantee of practical 
administration and freedom from purely political influences. 
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TRUST COMPANIES AND THE FEDERAL 
RESERVE SYSTEM 


There are certain well-defined fundamental requirements which the man- 
agement of trust companies, in common with State banks, should keep firmly in 
mind in considering the question of membership in the Federal Reserve system. 
It is difficult at this early stage in the operation of the Reserve banks, to prescribe 
a definite policy which would be suitable to either trust companies or State 
banks generally. About 100 State institutions have thus far applied for member- 
ship, and their motives are doubtless patriotic and commendable. But how far 
the Federal Reserve system will enlist State banks and trust companies depends 
not only on the adoption of amendments to the law, which may be suggested, but 
likewise on the attitude of the Federal Reserve Board in exercising its authority 
to determine the character of business which State institutions may conduct, both 
in regard to admission and after they have become members. © 

Mr. E. D. Hulbert, vice-president of the Merchants Loan & Trust Company 
of Chicago, touched the vital point of the whole question when he expressed the 
belief in his letter, read at the Richmond convention, that the Federal 
Reserve Board “will recognize that the State banks of this country are perform- 
ing a service to the communities in which they are located, which is important 
and necessary to the growth and welfare of the country, and which service cannot 
be performed if any attempt is made to make hard and fast rules for the conduct 
of their business, which shall be uniform throughout the United States.” 


CONSIDERATIONS WHICH SHOULD GOVERN ATTITUDE OF 
TRUST COMPANIES ; 


The principle which Mr. Hulbert so clearly defines applies even more 
directly to trust companies than to State banks. The growth of the trust com- 
panies must be accepted as certain proof that they occupy a highly essential 
place in the healthy economic and financial development of the country ; that they 
are meeting the public demand for a pliant and trustworthy financial institution. 
Every trust company must, therefore, be governed in its attitude toward the 
Federal Reserve system, by the character of its charter powers and the services 
it renders. When we consider the dissimilitude of the State laws under 
which both trust companies and State banks are operating, and which are re- 
sponsive to local requirements, we can comprehend the delicate task which con- 
fronts the Federal Reserve Board in its efforts to induce, at least, a large pro- 
portion of the 19,000 State institutions, representing approximately 65 per cent. 
of the banking resources of the country, to come into the system. It is also 
easy to realize that the Federal Reserve system cannot attain its full stature 
without enlisting State banks and trust companies which would be benefited by 
the facilities for rediscounting. The Federal Reserve Board must realize that 
coercive methods will be of no avail as in the case of National banks. «Its suc- 
cess will depend upon recognizing the principle of autonomy set forth by Mr. 
Hulbert. It will also be the part of wisdom to accept the suggestion made by the 
committee of trust company and State bank representatives at the recent hearing 
in Washington, that more time be granted for further deliberation. It was 
impressed upon the board, at this meeting, that trust companies, particularly those 
which have valuable powers under a senior franchise, will not be willing to submit 
to the broad authority now lodged in the board to say what kind of business they 
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may conduct, even if they are within their State charter rights, after they have 
become members. It was also pointed out that while the door is open for the State 
banks and trust companies to come in, they cannot get out if they should so decide, 
except through the process of liquidation. 


PROPER REQUIREMENTS OF STATE INSTITUTIONS 


Many State banks and trust companies will prefer to adopt a policy of “watch- 
ful waiting” before deciding definitely whether they will come in or stay out of the 
Federal Reserve system. Its usefulness and practicability are still to be demon- 
strated. Granting that the golden promises will be realized; that it will provide 
elasticity through the establishment of an open discount market; that the great 
powers lodged in the Federal Reserve Board will not be perverted by political 
influence ; and that safeguards will bear the test in and out of season, then the | 
question of membership will be easier to answer for State banks and 
for such trugt companies as conduct commercial banking departments. Some 
of the objections now urged will probably be overcome by amendments and 
through board rulings, while others will assume a less serious aspect if benefits 
under the Federal system are more clearly defined. Doubtless there are many 
State banks and trust companies which will regard with disfavor any limitation 
of their present powers to loan on real estate, or loan to individuals and corpo- 
rations in excess of 10 per cent. of their capital and surplus. In a number of 
States such loan restriction to individuals and corporations already apply, while 
the power to loan on real estate is only moderately used in most of the Eastern 
States. From a broad standpoint of conservative banking there is considerable 
force in the argument made by Mr. Festus J..Wade that no bank should operate 
with less than $25,000 capital. Most trust companies have larger capital than 
the Federal law requires, but thousands of small State banks will be disqualified 
unless they raise their capital to $25,000. Country bankers also maintain that 
they can secure more attractive rates than the maximum of 6 per cent. on their 
investment in Reserve bank capital, and that reserves or deposits in Federal Re- 
serve banks will draw no interest. Since the Federal Reserve system has become 
operative many “city banks,” have advised their country correspondents that 
accommodation will be available as heretofore. Another objection urged is that 
of duplicate examination which will probably be overcome by acceptance of the 
reports made by State examiners. There is also a general disposition to amend 
laws where necessary so as to allow State institutions to hold stock in the Federal 
Reserve banks. 


CLEARING FUNCTIONS OF FEDERAL RESERVE SYSTEM AND 
- NON-MEMBER BANKS 


It is very likely that the Federal Reserve Board will eventually make a rule 
that only checks and drafts deposited for collection by member banks will be 
received at the Federal Reserve banks at par. That it is the intention of the 
hoard to expand the clearing and collection functions of the Reserve banks is 
indicated by the collection of checks at par drawn on Reserve banks, and the 
broader authority to clear checks for member banks in reserve cities given the 
Chicago and Kansas City Reserve banks. It is by the development of a uniform 
system of domestic exchange and the elimination of collection charges that the 
Federal system may exert the strongest pressure upon State institutions. But 
here again there is the possibility of a breach if non-member transit items are 
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discriminated against. Already there is an agitation for the organization of State 
clearing house associations. On Nov. 1oth, the Georgia State Clearing House 
was tentatively organized for the obvious purpose of placing the collection of 
country bank checks upon the same basis so as to avoid the otherwise inevitable 
discrimination against checks drawn upon non-member banks. In New York-a 
similar movement is being urged with Elliott C. McDougal, president of the 
Bank of Buffalo, as one of the leading spirits. 

The Federal Reserve Board has the power to avoid a dangerous breach of 
this kind. It should not fail to recognize the fact that legislative action has 
also been taken in various States to place State institutions in a position so they 
will not be at a disadvantage by remaining outside of the system. In New 
York the trust companies and State banks have already made substantial progress 
in developing acceptance business in both foreign and domestic bills. 
legislation is being advocated in other States. 


ADVANTAGES OF JOINING FEDERAL RESERVE SYSTEM 


There is an honest desire among State banks and those trust companies which 
conduct commercial banking business, to tender their co-operation in order to make 
the Federal Reserve system a success. Those who advocate membership lay em- 
phasis on the sentimental advantage of being under government supervision ; upon 
the rediscount and note circulating privileges available in time of stress, particu- 
larly in view of the fact that clearing’ house loan certificates will henceforth not 
be availible. Member banks only will have the custody of postal savings 
deposits and they will have the advantage of the improved checks clear- 
ing methods. It is altogether likely that a larger number of State institutions 
will apply for membership if the rules of the Federal Reserve Board do not 


Similar 


bear arbitrarily upon their methods of doing business under their respective 


charters. That they value their present prerogatives is shown by the fact that 


only in a few isolated instances have State institutions been converted into 
National banks since the Federal law went into effect. It is significant that the 


number of new trust companies organized during the present year compares favor- 
ably with previous records. 


THE FUNDAMENTAL PRINCIPLE OF CORPORATE TRUSTEESHIP 


So far as trust companies are particularly concerned the question of mem- 
bership is one which each company must decide for itself. It must be obvious 
that trust companies of the so-called “old line” group and others which confine 
themselves mainly to fiduciary business, will find little, if any inducement to apply 
for membership. The Federal Reserve system is primarily designed to give 
greater elasticity in the extension of commercial credits and where a trust com- 
pany is either prohibited by law, as in Michigan, Wisconsin and California, from 
conducting a banking business, or where a trust company neither purchases nor 
discounts commercial paper, they can obtain no real advantage in joining. The 
question assumes a different aspect for trust companies which have paper in their 
portfolios acceptable for rediscount and which finds it profitable to exercise their 
banking powers. 

It is reasonable, therefore, to assume that trust companies, as a general rule, 
will shape their attitude according to the kind of business which they have de- 
veloped most successfully ; whether earning capacity and usefulness in serving the 
Communities, in which they are located, will be enhanced by coming into the new 
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system or by continuing along present lines. So far as the exercise of purely 
fiduciary business is concerned that cannot be affected by any change in our 
national banking and currency laws. The principle of corporate trusteeship, as 
interpreted by the trust companies of this country, has become an essential and 
immutable factor in our economic development. The trust companies, per se, 
will continue to grow in number and in volume of their business. 


THE BAN ON INTERLOCKING DIRECTORATES 


Trust company directors, who are also serving on the boards of National 
banks, and subject to the provisions of Section 8 of the Clayton Law, relating 
to so-called “interlocking directorates,” may continue their present connections 
until October 15, 1916, and for the unexpired part of one year from the date of 
election. The misunderstanding caused by the loose construction of paragraph 
2 of Section 8, regarding the extension of the two-year time limit to dual directo- 
rates where either the National bank or the trust company has combined deposits, 
capital, surplus and undivided profits of over $5,000,000, and where the exemption 
as to common ownership of stock does not apply, is cleared up in opinions ren- 
dered recently by counsel for the Federal Reserve Board and the Acting Solicitor 
of the Treasury Department. The substance of these interpretations is given 
elsewhere in this issue of Trust CoMPANIES. 

It is already evident that legitimate and wholesome relations between 
National banks and trust companies, through common _ directorships, 
enlisting the ablest men in their respective communities, will be needlessly 
impaired by the operation of the Clayton Law. It is a product of abortive 
legislative authority, of political prejudice, of ignorance as to healthful business 
and banking requirements, which should be expunged from the statute books at the 
earliest opportunity. In order to reach a few isolated instances of fancied abuse 
in the control of banking credit, Congress fastens a padlock upon the whole 
country which can only have a tendency to lower the standard of administration 
in the make-up of bank directorates. The National banks, which have shown 
such a fine spirit in submitting gracefully to the coercive and other experimental 
features of the new Reserve Act, and should be the particular object of Federal 
protection, are most seriously hampered. On the other hand it will encourage 
many directors to confine their relations to State institutions which are not subject 
to Federal interference. Many changes may take place in the political complexion 
of the country within the next two years, judging from the recent elections, and 
it is not unlikely that the Clayton Act will, at least, undergo a pruning process if 
a new and more enlightened spirit should obtain the ascendancy in Congress. 


TRUST COMPANIES PROTEST PAYMENT OF WAR TAX. 


Trust companies generally throughout the country have either claimed ex- 
emption under the war tax law of 1914 or have made payment under protest. 
Acting under advice of counsel the trust companies of New York City have unani- 
mously taken the position that they are not liable to the tax on their capital, surplus 
and undivided profits. Their attitude is sustained by the decisions rendered in 
connection with the Spanish War Tax. We present, in another part of this issue, 
a statement describing the ‘recent action taken by New York trust companies, 
prepared by Mr. Frederick Geller, counsel for one of the prominent trust com- 
panies of this city. Following the notification of the Collector of Internal 
Revenue that they must pay the special tax on capital, the trust companies of this 
city are preparing to contest their claim of exemption in the courts. 
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CLEARING OF COUNTRY CHECKS AND ATTITUDE OF 
STATE BANKS AND TRUST COMPANIES TOWARD 
FEDERAL RESERVE SYSTEM 


EQUITABLE TREATMENT RATHER THAN COERCION WILL BRING 
ABOUT NEEDED CO-OPERATION 


EDWARD L. HOWE 
Vice-President Princeton Bank, Princeton, N. J., and Member Currency 
Commission, American Bankers’ Association 


(Eprtor’s Note: 


The timely and pointed suggestions presented in the following article will 


be of particular interest because of the importance atiached to question of making the Federul 


Reserve system more acceptable to State banks and Trust Companies. 


The author sets forth 


frankly the requirements of State institutions, especially in regard to the development of the func- 
tions of collection and clearing of country checks.) 


“The adoption of a uniform plan for the 
collection of country checks is one of the most 
perplexing problems which remains to be 
solved by American bankers. This subject is 
fraught with so many conflicting interests 
that it has been permitted to lie dormant, with 
the full consciousness that some day it must 
be taken up and disposed of.” 

This statement made by a “transit mana- 
ger” several years ago, is still true so far as a 
proper settlement of the subject is concerned. 
However, the possibility of the solution of the 
question has now been put squarely ‘before the 
members of the recently established Federal 
Reserve Board. The policy of these gentlemen 
in the collection of country checks will carry 
with it great possibilities for good or for evil, 
as upon their decision to a large degree hinges 
the decision of the State institutions to sup- 
port or antagonize the new banking system. 
The solution of this problem may seem trivial 
but it is one of vital interest to such a vast 
number of banks that it should be ap- 
proached in a broadminded way which will 
impress the evident determination to do 
justice to all. What the gentlemen who 
framed the Federal Reserve Act had in mind 
in that part of the act referring to the clearing 
of checks was doubtless the application of the 
Clearing House system by the Federal Reserve 
Board to the whole country, so making it pos- 
sible to collect the country’s checks by the 
simplest and most direct method and at the 
least possible expense. There were, however, 
those who believed that this provision of the 
act could be used so that eventually all checks 
would be accepted at par throughout the whole 


country, and commerce as a whole thereby re- 
lieved of all exchange charges which the bank- 
ers had heretofore collected as necessarily in- 
cidental to the handling of the business. This 
is possible, but only by the absorption of the 
exchange charge by the Federal Reserve banks, 
putting the cost ultimately upon the Govern- 
ment through the lessening of its profits from 
the operation of the banks. There must always 
be expense in the transfer of either money or 
credit from one section of the country to the 
other. The greater the distance or time re- 
quired the greater the cost. 

The proposition of parring the country’s 
checks must not be confused with one of the 
problems which was solved sixty years ago by 
the creation of the National Bank Note cur- 
rency. At that time the medium of exchange 
was largely composed of the notes of 
State banks, few of which were accepted 
at a large discount. This discount, how- 
ever, represented primarily, not the cost of 
the transfer of the money or credit, represented 
by the bank note, but an insurance charged 
against the possibility of failure of the issuing 
bank. The check to a great extent has now 
taken the place of the bank note, but the prin- 
ciples that control the payment of the two 
are entirely distinct. A bank note is a circu- 
lating medium issued to remain in circulation 
at the option of the holder and may properly 
be called credit currency, while a check is an 
order on a bank by which a sum of money is 
to be transferred from the maker to the payee. 
This definition is emphasized, by the fact that 
all decisions of the courts‘haye put the loss on 
the payee where he has failed to use due dili- 
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gence in collecting a check. A check then is 
not a form of credit currency but is merely a 
credit instrument. As such the Federal Keserve 
Board should endeavor to make such rules and 
suggestions as will insure their prompt col- 
lection at only reasonable cost, and which will 
place the burden of the expense on the bene- 
ficiary. 

The problem of the collection of the country 
check is a problem of placing the cost where 
it belongs, not of its elimination, which is im- 
possible. It has been estimated by Mr. Talbert 
of the National City Bank “that the actual cost 
to the Regional banks, if each such bank should 
undertake to assume’ the clearing of checks 
among its own members, and each also to 
clear checks drawn directly on all other Re- 
gional banks, as is contemplated in the proposed 
bill, would -be approximately as follows: Total 
deposits of the banks of the United States 
(State and National) $17,000,000,000. Five per 
cent. of this amount would be $850,000,000 
representing the amount of unpaid items al- 
ways outstanding. The average time to col- 
lect being not less than four days, all inland 
items included, we estimate $212,500,000 as the 
daily average amount of ‘inland’ checks which 
would be received and credited by Federal Re- 
serve banks, or an annual total (figured on a 
basis of 300 business days a year). of $63,750,- 
000,000. On the low basis of ten cents cost per 
thousand dollars this would amount to an annual 


cost to the Federal Reserve Banks of $6.375,000 


in actual overhead charges. Even these enor- 
mous charges take no account of the actual 
bookkeeping and clerical “costs involved in ef- 
fecting the clearance of purely local checks be- 
tween members, such as that which now takes 
place through Clearing Houses. In the aggre- 
gate, the amount of these clearances is very 
much larger, but the clearing cost would be 
inconsiderable. Among all the proposed Fed- 
eral Banks the total would probably not 
amount, in actual cost for clearing local checks, 
to more than $2,000,000 additional or to a total 
for all clearances and charges of $8,675,000 or 
4.17 per cent. annually upon the total capital 
of the Federal Reserve banks if every National 
’ and State bank in the United States should join 
the system.” 

Any action on the part of the Federal Re- 
serve Board which would result in depriving 
the country banks directly or indirectly from 
the charging of exchange would meet with de- 
termined opposition from many of them as 
this has long been a source to them of legiti- 
mate and well earned revenue, and indeed some 
of them state that they cannot exist without it. 
Furthermore, this represents a payment for 


service rendered. For instance, in the cotton. 


country during the active season many small 
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banks are required to pay out daily very large 
amounts of cash which they have to move at 
their own expense, while at the same time they 
are required to-receive and give credit for’ 
drafts against cotton shipments against which 
they are again obliged to make cash payments. 
These operations involve large risks as well as 
actual cash expense. Their services are in- 
dispensable to the cotton movement and the 
banks are entitled to reimbursement for their 
outlay. 

Later on this same merchant in payment for 
purchases will cause this same money to be 
sent back again to the trade centers and should 
be required to pay the cost as he now does in 
the way of exchange on drafts purchased by 
him. From the standpoint of the country bank 
the clearing of the country’s checks could most 
effectively and advantageously be arranged on 
the basis now in force in Boston through the 
Boston Clearing House. This makes possible 
the collection of any New England check with- 
out the loss of more than two days’ time and 
without any exchange charge. 

Furthermore, under such a system no item 
would be chargeable against a country bank's 
reserve until ‘it had had an opportunity to pro- 
vide for its payment, or return if not good, 
a most important proposition from the stand- 
point of the country banker. Otherwise if the 
ruling were made that all items drawn on a 
bank by its depositors were chargeable against 
its reserve at the Reserve bank on presentation, 
this would always be a cause for uneasiness on 
the part of the banker, and would require him 
to maintain much larger balances than mere 
reserve requirements demand. The mainte- 
nance of these increased balances would involve 
either borrowing at Federal Reserve banks or 
decreasing loans at home. The adoption of 
this plan for the collection of inland checks 
would, no doubt, meet the approval of the 
country banks and go a long way toward en- 
listing their favor for the Federal Reserve 
system. 

If the country banks are expected to sup- 
port this system and co-operate in the reduc- 
tion of exchange charges, their objections 
should be fairly met. They will have to be 
shown how they can be relieved of their bur- 
dens before they can be expected to assent to 
free collections and the loss of revenue in- 
volved thereby. 

So much for the more directly prac- 
tical questions involved in the collection of 
country checks. The importance of a sound 
plan, which will be satisfactory to the country 
banks, lies’ in the influence which such a plan 
would have in attracting the country banks to 
the Federal Reserve system. In the banking 
system of the country there are approximately 
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25,000 institutions, of which 17,500 operate 
under State charters, and of these less than 
oo have applied for admission to the Federal 
Reserve system, which is now composed en- 
tirely of the 7,500 National banks of the 
United States. These banks were required by 
the law to become members within a year 
after its enactment or retire from the Na- 
tional banking system, and as there was no 
provision in the act by which a National bank 
could retire its circulation and dispose of its 
Government bonds except at a serious loss, the 
National banks were virtually forced to join 
the new system, and it is manifestly impossible 
therefore to determine what proportion of them 
would have joined the system if they had been 
free, as the State banks are, to join or not as 
they saw fit. 

The fact that so small a number of State in- 
stitutions have applied for membership might 
be construed as disapproval. It is believed, 
however, that this is not so, but that many of 
the State banks have been deterred from join- 
ing the system rather from the fact that con- 
servatism led them to hold off until they had 
had an opportunity to, observe its management, 
and until thé status of State institutions under 
the system cold be mdre definitely fixed. It is 
admitted that State banks once having joined 
the system can only withdraw by going into 
liquidation. The powers of a State bank under 
the act can be changed at anytime by a ruling 
of the board while the status of a National 
bank is fixed by the act itself. This, no doubt, 
has acted as a great deterrent and should be 
changed by amendment, which should either fix 
the status of the State institutions or give them 
the privilege of withdrawing. Such amend- 
ment having been passed it is probable that 
many State institutions will promptly apply for 
membership. 

However, large portions of the country are 
served by banks whose capital is small and 
whose business is not such as to warrant the 
increase in capital which is necessary in order 
to become members, and there will be many 
large institutions which will not wish to join 
the Federal Reserve system. The provisions of 
the law in regard to the clearing of checks does 
not forbid clearing the checks of non-members, 
but it is probable that such was the intention 
of the law and the Board will probably so 
rule. This will force the establishment of a 
separate system for the clearing of the checks 
of non-members, unless by amendment. the 
clearing of the checks of non-members can be 
arranged through the Federal Reserve banks. 
If the non-member banks are forced to estab- 
lish a separate system for the clearing of their 
checks it will tend toward. the establishment 
of two competitive systems, 


Authority to clear checks on non-members 
under proper supervision would be of much 
more benefit to the system and much less dan- 
gerous than the prohibition which now. exists 
and which some have thought was meant to be 
used as a means of forcing banks to come into 
the system. The cost to a country bank in 
joining the Federal Reserve system is estimated 
to be one-tenth of I per cent. per annum on 
its deposits. It has been claimed that this is 
not true owing to the fact that under the new 
act country banks will be required to carry 
only 12 per cent. reserves instead of 15 per 
cent. as heretofore. This, however, is incor- 
rect as few, if any, commercial banks can oper- 
ate on a reserve of less than 15 per cent. 
Assuming then that its capital is as 1 to 10 of 
its deposits, which is a fair average through- 
out the country, the cost would be 1 per cent. 
on its capital. 

This is due to the loss of interest on that 
part of its reserve now carried with reserve 
agents, and on which 2 per cent. is paid. In 
the light of the number of problems which must 
be considered by the country banker before de- 
ciding to join the Federal Reserve system, it 
would seem that his support should be en- 
couraged by eliminating one of the quéstions 
which affects him most seriously, that of the 
threatened loss of revenue through forcing 
him to absorb the cost of the transfer of his 
customers’ funds. It is believed that an equi- 
table handling of this question will count for 
much in securing the membership of the coun- 
try banks in the Federal Reserve system. 


Reserve Banks Authorized to Clear Checks 


The Federal Reserve Board has given per- 
mission to the Federal Reserve banks of Chi- 
cago and Kansas City to ~ clear checks de- 
posited by member banks drawn on member 
banks in the respective districts. This action 
is an important step toward the assumption of 
clearing powers by the Reserve banks which is 
provided for in the Federal ‘Reserve Act. It 
is the evident intention of the Federal Reserve 
Board to extend the functions of the various 
Reserve banks in the collection and clearing of 
checks as the machinery of the new system is 
developed. For the time being, however, the 
authority of the Reserve banks generally will 
be limited to the clearing of checks deposited by 
member banks and drawn upon other members 
in the same district. The-New York Clearing 
House Association recently adopted an 
amendment to its’ rules providing for the 
abolition of charges for collection of 
such checks as the Federal Reserve Bank of 


‘that city may decide, from time to time, to 


receive on deposit at par for immediate credit. 
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James B. ForcGan 
President of the First National Bank of Chicago, who has been elected President 
of the Federal Advisory Council which is co-operating with the Federal Reserve 
Beard. Mr. Forgan was head of the committee which arranged the 100,000,000 
gold pool and is also a Class \ Director of the Federal Reserve Bank of Chicago. 

















(Epitor’s Note: 


TRUST COMPANIES 


WHY TRUST COMPANIES AS TRUSTEES SHOULD BE 
REPRESENTED ON BONDHOLDERS’ 
PROTECTIVE COMMITTEES 


MUTUAL ADVANTAGES OF SUCH DUAL RELATIONSHIP 


The following article was prepared for Trust CoMPANIES by an eminent 


member of the New York legal. profession who is associated, as counsel, with one of the prin- 


cipal trust companies of this city. 


His conclusions are based ona practical understanding as to 


the legal obligations assumed by trust companies in connection with corporate trusts and in 


safeguarding the interests of bondholders. 


He brings out clearly the advantage to bondholders’ 


committees of enlisting the co-operation of the trustee.) 


A recent case involves the question whether 
an officer of a trust company may properly act 
as a member of a committee representing hold- 
ers of bonds under a mortgage or trust agree- 
ment of which the trust company is trustee. 
A suit had been brought by the trustee to fore- 
close a trust agreement securing an issue of 
bonds, and application was made to the court 
by a bondholder for leave to intervene, al- 
leging, among other things, that the trustee 
could not properly represent the bondholders 
for the reason that its president was also 
chairman of the bondholders’ committee, and 
that a conflict of interest existed between the 
trustee and the committee. The United States 
District Court denied the application, holding 
that the trustee was discharging its duty in 
accordance with its obligations under the trust 
agreement, and that it had not done any act 
or taken any position which justified or re- 
quired intervention. ‘On appeal to the Cir- 
cuit Court of Appeals for the Second Circuit, 
that court, ignoring a long line of cases to the 
effect that such a decision was not appealable’, 
reversed the order of the District Court upon 
the ground that the attitude of the trustee was 
“ambiguous.” 


1 Central Trust Company of New York vs. Chicago, 
Rock Island and Pacific Railroad Company, U. S. District 
Court, Southern District of New York; October 10, 1914. 

2 Ez parte Cutting, 94 U. S., 14; Guion vs. Liverpool, etc., 
Ins. Co., 109 U..S. 173; Credits Commutation Co. vs. United 
State, 177 U. S., 311; Re Metropoli _ Railway Receivership, 
208 U.S. 90, 106; Ex parte Leaf Tobacco Roard of Trade, 222 
U.S., 578; In ReEng rd, 231 U.S.,646; Jones & Laughlins 
“98, Sands, 79 &-d., 913; Land Title, ete., Co. vs. Asphalt Co., 
127 Fea., - Land Title, etc., v8. Tatnali, 182 Fed. 305; Lewis 
os. Baltimore & Ohio R. Co., 62. Fed., 21; Fink ~ Bay Shore 
Terminal Co., 144 Fed., 837 (afd. without opin . nom. 
Zell v8. The Judges of the Circuit Court, 208 U. ‘S. "BI: Reid 
v8, Judges of Circuit Court, 175 Fed., 774; Blaffer v8. New Or- 
leans, etc., Co., 160 Fed. $89; Hamlin vs. Toledo, etc., R. Co., 
Je Fed. 864: Toledo etc., R. Co. vs. Continental Trust Co., 96 
Ped. wel vs. Farmers Loan & Trust Co., 104 Fed., ‘839 
(peition "for certiorari denied, 180 U. S., 639); Lisman 0s. 

nickerbocker Trust Co., 211 "Fed. 418; In re Columbia Real 





In practice it is very common for an 
officer of a trust company to act as a member of 
a committee of bondholders under a mortgage 
of which the trust company is trustee, and it 
is therefore of interest to consider whether 
there is any impropriety in the dual relation. 
So far as the trust company is concerned there 
is certainly no valid legal objection, as no con- 
flict of interest on the part of the trustee is 
created between its duty to the bondholders 
and its interest in another direction. But 
how about the individual? Is there any reason 
why he should not act in both capacities? 

Ordinarily a bondholders’ committee is 
formed either because of an actual or threat- 
ened default in the payment of interest or be- 
cause the appointment of receivers of the 
mortgagor at the instance of junior security 
holders renders the formation of the com- 
mittee advisable, although no default is immi- 
nent. In either case the first function of the 
committee is to inform itself as to the condi- 
tion and needs of the property with the view 
of determining upon a course of action. Fre- 
quently this requires the employment of en- 
gineers, accountants or other experts who must 
be paid for their services. The committee 
rather than the trustee is the proper party to 
Estate Co., 112 Fed. 643; U. 8. Trust Co. vs. Chicago, etc. R, 
Ce., 188 Fed., 292; Credits Commutation Co. vs. United States. 
91 Fed., 570 (a ‘d., 177 U. 8. 311); United States vs. — 


107 Ped. 824; Mass. Loan & Trust Co. vs. Kansas City etc. 
Co., 110 Fed. 28. 


3 Central Trust Company of New York vs. Chicago 
Rock Island & Pacific Railroad Company, N. Y. Law Journal, 
December 2, 1914. 


4 Skiddy vs. Atl., etc. R. Co., Fed. Cas. No. 12,922, 
pp. 274, 286; Farmers Loan & Trust Co. vs. Green Bay, etc. R. 
o., 6 Fed. 100; Farmers Loan& Trust Co. vs. Kan. City, etc. R. 
Co. 53 Fed. 182; Clyde vs. Richmond & D. R. Co., 56 ed. 445; 
Land Title & Trust Co. vs. Asphalt Co., 121 Fed. 587; Mercan- 
tile Trust Co. vs. U.S. Shipbuilding Co., 130 Fed. 725; Rowling 
Green Trust Co. vs. Va. Pass. & Power Co., 182 Fed. 921; Trust 
Company of America vs. Norfolk & S. Ry. Co., 174 Fed., 269; 
Conti: etc. Bank vs. Allis Chalmers Co., 200 Fed., 
Investment Registry Lim. vs. Chicago etc. R. Co. 213 Fed. 492. 
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undertake these duties. The trustee is after 
all simply the representative of the bondhold- 
ers for certain purposes specified in the mort- 
gage or trust agreement, and it has neither 
the power, duty, nor the means to undertake 
the necessary .investigation or to incur the at- 
tendant expense. Even if it had, the bond- 
holders, acting through the committee, would 
probably prefer to make up their own minds 
as to the condition and needs of the. property 
representing their security. But as the infor- 
mation obtained is of equal value to all bond- 
holders there is certainly so far no conflict of 
interest between the trustee and the com- 
mittee, and no reason why an officer of the one 
should not serve as a member of the other. 
If an application is made for the issue of 
receivers’ certificates it is for the committee 
to determine whether to oppose or approve 
their issue and to advise the trustee accord- 
ingly. Frequently the issue of such certificates 
is not only desirable but necessary, as for the 
payment of taxes. While the trustee can 
rarely give its express consent to the issue of 
certificates ranking prior to the lien of the 
mortga~e, it can and usually does comply with 
the wishes of the bondholders as expressed 
through a committee representing a substan- 
tial percentage of the bonds, in so far as the 
issue of receivers’ certificates is concerned, 
and its attitude before the court will be of 
active resistance or simply of formal objection 
according to the desire of the committee. Here 
again there is no conflict of interest between 
the trustee and the committee, for what is to 


the advantage of one bondholder is to the 
advantage of all. 


Frequently it becomes necessary for the com- 
mittee to borrow money, sometimes simply to 
provide money to pay its expenses, and some- 
times to enable it to purchase receivers’ certifi- 
cates, to satisfy prior liens or to settle litiga- 
tion. The only assets of the committee are 
usually the deposited bonds, and as they are 
generally in default they do not constitute the 
best collateral. No one is anxious to lend 
money on such security and the committee 
naturally turns.to the ¢trustee for assistance. 
The latter is no more anxious than any one 
else to make the loan, But will frequently do 
so if satisfied as to the iuirinsic merit of the 
property. In such cases it is most desirable 
that an officer of the trustee should be a mem- 
ber of the committee, as the knowledge which 
he has acquired in the latter capacity may be 
the determining factor in inducing the trust 
company to make the loan. 

Other situations affecting the functions and 
duties of a bondholders’ committee which may 
arise during the course of a receivership and 
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prior to the sale of the mortgaged property, 
will doubtless suggest themselves to the reader, 
but none occurs to the present writer where the 
interest of the committee is not the same as 
that of the trustee. The committee represents 
the holders of the bonds deposited with it, 
while the trustee represents all the bondhold- 
ers, and it is difficult to imagine a case where 
a course of action which is to the advantage 
of the deposited bonds is not equally to the 
advantage of all. It will usually be found in 
practice that the sole purpose of the committee 
is to work out a plan which will preserve the 
rights and security of the bondholders to the 
fullest extent practicable under the circum- 
stances, with the least possible pecuniary sacri- 
fice, and objections to the motives and bona 
fides of the committee are generally confined 
to that class of “investors” who have been 
well-called “professional holders in good faith.” 

The stock argument in favor of a conflict 
of interest between the trustee and the com- 
mittee is that upon a sale of the mortgaged 
property it is the duty of the trustee to obtain 
the best price possible for the bondholders, 
while it is the duty of the committee to pur- 
chase as cheaply as possible for the benefit of 
the deposited bonds. The short answer to this 
argument is that the-sale is not made by the 


* trustee nor by the committee but by the court. 


The court always reserves to itself the 
right to determine the adequacy of the bid 
and will refuse to confirm the sale if satisfied 
that more will be bid if the property is again 
oftered for sale. Moreover a bondholder can 
always obtain the benefit of the committee’s bid 
by depositing his bonds with it. The argu- 
ment in favor of the conflict of interest is 
therefore somewhat tenuous. It should also 
be remembered that without a committee there 
is always the possibility of the property being 
bid in by outside interests at a low figure. 
Actual competitive bidding at a sale upon the 
foreclosure of a corporate mortgage is rare, 
but it is not unknown, and can only be guarded 
against through the presence of a committee 
representing a substantial percentage of the 
outstanding bonds. 


Maturing Bond and Note Obligations 


During the year 1915 the amount of matur- 
ing bonds, -notes and receivers’ certificates of 
railroad, traction and industrial corporations 
will reach the sum of $764,424,000. Of this 
total $55,053,326 matures during the month of 
January, including $34,348,000 New York Cen- 
tral notes for which provision has already 
been made. For the three years of 1915 to 1917 
inclusive, maturities will reach $1,241.573.:%. 
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A BUSINESS MAN’S INTERPRETATION OF BENEFITS 
UNDER FEDERAL RESERVE SYSTEM 


WILL PREVENT MONEY PANICS AND HELP TO SOLVE 
PROBLEMS BROUGHT ON BY THE WAR 


IRVING T. BUSH 
President Bush Terminal Company, New York 


(Epitor’s Note: 


The writer of the following article has been prominently identified with 
the movement to secure rational banking and currency legislation. 


His viewpoint is instructive 


at this early stage in the operation of the Federal Reserve system because ke considers it pri- 
marily from the standpoint of the requirements of business.) 


Although the Federal Reserve system is flow 
in operation, there is as yet no general realiza- 
tion of the benefits it will bring to the trade 
and industry of the country. It is looked upon 
as a piece of legislation to create financial 
machinery designed to be helpful to the banker, 
but of doubtful value because of the opposition 
which its enactment met from the banking 
fraternity. That the machinery created is in 
reality to enable the banks to increase their 
usefulness to their customers has dawned upon 
but few of the casual students of this subject. 
At the beginning of the European war, the 
laws authorizing the creation of the Federal 
Reserve system had been passed by both 
Houses of Congress, and signed by the Presi- 
dent, but no steps had yet been taken to put 
the machinery into actual operation. The mere 
presence of the law upon the statute books un- 
doubtedly prevented a much more severe crisis 
in our financial affairs, and probably another 
money panic. The conditions were not ripe 
for a business panic, for commercial enter- 
prises throughout the country were pretty well. 
liquidated, but a money panic similar to those 
which we have -had in the past can be precipi- 
tated at any time that the public fear that they 
cannot obtain a circulating medium from the 
banks representing their money on deposit. 
These panics have frequently been precipitated 
by the banks themselves, because of their own 
knowledge of their inability to meet the de- 
mands which may be made upon them. Each 
bank has stood by itself, except for emergency 


relationship through the Clearing Houses of’ 


the larger cities. The smaller banks have 
been entirely dependent on the friendship or 
courtesy of their city correspondents. The fear 
which has been ever present in the minds of 
the banker, that the demands which would be 


made upon him, which he could not meet, have 
influenced him to curtail his credits, and to 
increase his holdings in cash. It does not take 
long for a sentiment of this kind to spread 
from the banker to the depositor, and before 
we have known it, we have been in the midst 
of a panic of depositors, clamoring for some 
circulating medium which they can take home 
with them and count. 


New System Ends Money Panics 


Our new financial machinery can never pre-_ 
vent a business panic, so long as human nature 
in America remains as it is today, and a period 
of undue expansion follows upon one of con- 


servative readjustment. Such a panic is merely 
a national headache the morning after a specu- 
lative spree of unwise expansion, but the 
Federal Reserve system has ended for all 
time the money panic. Before the establish- 
ment of the Federal Reserve system, the rela- 
tionship between the banks was almost as lack- 
ing in the element of mutual helpfulness as the 
relationship between individuals before the’ 
creation of the first bank. 

One of the simple things which the new 
system has accomplished has been to create for 
our 25,000 separate banking institutions the 
same helpful co-operative machinery as the 
separate banks have been to our otherwise un- 
related business community. The Federal Re- 
serve system is a series of banks for banks 
directed by the Federal Reserve Board in the 
interest of public welfare. The principle under- 
lying it is quite different from that which 
forms the basis of some of the so-called Cen- 
tral banks of Europe. The Central banks of 
Europe breathe of monarchy. They are con- 
structed from the top down. The financial 
rulers carry on their work through the opera- 
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tion of branches directed from the financial 
capitol, and which in many cases compete with 
other banks. Our system is a financial democ- 
racy. It is erected upon a foundation of 
member banks, and built from the bottom up, 
and controlled through the elective principle 
of a financial republic. It is true that a 
minority membership of the directorates of the 
Federal Reserve banks are appointed by the 
Federal Reserve Board, but this is done partly 
because the largest depositors in the Federal 
Reserve banks will be the people of the United 
States through their Government, and partly 
to provide a voice—not a controlling one—in 
the actual management of these banks, in the 
direct interest of public welfare. It is also true 
that all the members of the Federal Reserve 
Board at Washington are appointed by the 
President. This was done because it was be- 
lieved that the people of this country would 
not be satisfied, unless the supreme power of 
the banking system created by them was vested 
in men having no interest in profit from bank- 
ing operations. 


Power Lodged in Federal Reserve Board 


Tke power which is lodged in the Federal 
Reserve Board is very great, from the stand- 
point of public welfare, but is limited in its 


effect upon the daily banking operations. It ° 


has great power to be helpful, when help is 
need: d, and but little ability to interfere with 
the banking operations of the member banks 
of the country. It can, it is true, name the 
discount rate for each Federal Reserve bank, 
but there is no reason for the Board to take 
any but an unselfish view of the requirements 
of any section of the country, for the mem- 
bers have no interest in banking profit. They 
cannot bring into existence a dollar of the 
new circulating medium. That can only be 
issued when member banks apply to the Fed- 
eral Reserve bank of their district for a re- 
discount of commercial paper. If an unwise 
expansion of our circulating medium takes 
place, it must come primarily from an unwise 
application from the banks for too great an 
amount of rediscount. 


Power to Check Undue Expansion 


The Federal Reserve Board has the power 
to check such an expansion through an in- 
crease in the discount rate, but action in the 
first instance causing the expansion must come 
from the banks themselves. Instead of a con- 
traction of credits and a hoarding of cash by 
the banks in time of trouble; we will see in the 
future a reasonable expansion of credits at an 
increasing interest rate, and the ready paying 
out of a circulating medium because the neces- 
sity for hoarding it has ceased to exist. The 


Federal Reserve Boafd has wisely been given 
the power to protect our National and inter- 
national finances. It has begun its operations 
in time of trouble, but has already given evi- 
dence of its ability to do much. It has the 
power to deal in foreign exchange, in order to 
protect our gold supply, and, if I mistake not, 
a new problem, arising from war conditions, 
will soon confront them. This problem is cer- 
tain to arise, and there is therefore no reason 
why it should not be discussed before it has 
presented itself. It will come because of an 
insistent demand for capital from all parts of 
the world, and the consequent desire on the 
part of many countries to market new securi- 
ties in the United States. International bank- 
ers have acceded to President Wilson’s wise 
suggestion that they refrain from offering in 
our financial markets the bonds of belligerent 
nations, but the countries of South America 
will require money, as well as many other 
nations not involved in war, and there will be 
no reason of neutrality why their bonds should 
not be offered to the American investor. They 
will undoubtedly be willing to pay an interest 
rate which will be attractive, but the funda- 
mental question must be faced sooner or later, 
whether the American people will permit the 
capital and credit which has been largely re- 
leased, or brought into existence, by the finan- 
cial machinery created for our own use, to be 
diverted at this time when we must finance our 
own future requirements, to supply the needs 
of others. We may surround the question with 
endless technical argument, but in the end 
we cannot get away from the viewpoint of 
the individual who has by his. own efforts 
created surplus capital which he needs for the 
legitimate extension of his own business, and 
is confronted by the question whether he will 
lend it to a neighbor. 


Conserving Our Financial Resources 


Nearly all National questions can be brought 
down to an individual basis, for we are, after 


all, nothing but ninety million individuals. 
There will be a thousand ingenious reasons ad- 
vanced why it is unpatriotic to refuse to lend 
our money to other nations, or that it is un- 
businesslike to refuse to lend to nations which 
may do business with us, and we cannot ex- 
pect to sell our goods to South America un- 
less we finance their requirements. These are 
the same arguments which the individual faces, 
when he is confronted with the question 
whether he shall lend to others the capital he 
needs for the development of his own business. 
If they be true, why is it that we purchased 
from Cuba in 1911 $110,309,468 worth of prod- 
uce, and sold to Cuba only $59,962,959 worth 
of our own products? Why is it that we pur- 
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chased from Brazil in the same year $100,867,- 
184 worth of produce, and sold to Brazil $27,- 
150,672 of merchandise? Why is that we pur- 
chased from all Latin-American countries in 
the year 1911 $369,706,530 worth, and sold to 
them only $268,034,275? We purchased from 
South and Central America and the West In- 
dies in 1911 about $100,000,000 worth of prod- 
ucts, the cash for which those countries either 
took for their own use at home, or transferred 
abroad for the purpose of paying for purchases 
made in the various countries of Europe. The 
truth is that it is eminently wise for us to 
finance the requirements of South America, if 
we can do so without injustice to the financial 
requirements of the industries of our own 
country. If we can afford to lend money, by 
all means let us do it, but let us not follow 
the policy of. the improvident individual who 
loans to others the money which he needs 
himself. The people of South America will 
buy in this country such of our products as 
are suitable to their requirements, and are of- 
fered to them upon an attractive basis. They 
will not, in the long run, buy more, no mat- 
ter what our attitude in this matter may be. 


Trade Expansion and Loans to other Countries 
When this question arises, as it is certain to 
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arise, some one must decide whether we are 
in a financial position to make the loan, just 
as the Federal Reserve Board must decide 
whether the supply of gold in this country 
must be protected, or added to, and it may 
well be that we should refuse permission to 
float foreign loans of this character, except 
with the approval of the Federal Reserve 
Board, and possibly only after the payment 
of-a tax prescribed by that Board. lf a tax 
of this character be wise, it will be paid, if 
imposed, by the foreign borrower, for if he 
attracts American capital, he must offer his 
securities tax free upon a basis which will 
compete with other securities for American 
capital in our financial markets. 

The people of this country were fortunate 
that the Federal Reserve system had been cre- 
ated at the outbreak of the European war, for 
this knit together our separate banking units 
into a complete whole, and has given this coun- 
try, for the first time, the ability to finance 
its own future. We can finance a conservative 
and intelligent future, but we cannot take 
care of our own needs, if we, a developing 
country, permit the other nations of the world 
to sink a giant financial sponge into our liquid 
capital, ahd absorb that which we have cre- 
ated for our own protection. 


SCENE AT THE RE-OPENING OF THE New York Stock EXCHANGE 
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FAVORABLE DEVELOPMENTS IN THE INVESTMENT 
SITUATION 


WHY EUROPEAN INVESTORS WILL NOT SACRIFICE AMERICAN HOLDINGS 


ALLEN G. HOYT 
ot N. W. Halsey & Co. 


Rapid progress has been made during the 
past few weeks toward a return to normal con- 
ditions in the financial markets. Credit condi- 
tions have so improved that interest rates are 
now actually lower than those which are usual 
during the latter part of December. Rates for 
sterling exchange have again reached a normal 
level, and whereas a few weeks ago we were 
exporting gold, and there was the fear that 
Europe would call upon us for such a large 
amount of the precious metal that our own 
credit structure would be endangered, exchange 
has now declined to a point where bankers are 
discussing the possibility of our importing gold 


in payment for our large exports, especially of: 


war and other materials required for the 
armies now engaged in the European conflict. 
The security markets, while not yet perhaps 


having attained a completely normal aspect, 
have shown a marked advance from the com- 
plete paralysis which overtook them when the 
Stock Exchanges of the world closed at the end 


of July. Notwithstanding the improvement, 
prices for bonds and stocks are still low, and 
the volume of business is restricted. That the 
return to a feeling of confidence on the part 
of investors should be gradual is natural when 
we consider the extraordinary and unprece- 
dented situation we have experienced during the 
past five months. 


Opportune Time to Purchase High Grade Securities 


It is the shrewd investor who, after the 
markets have been depressed, promptly recog- 
nizes the indications of a fundamental improve- 
ment in the financial and industrial situation 
and takes advantage of the low prices, which 
under such circumstances everywhere obtain. 
There are many considerations upon which 
careful observers base the conclusion that the 
present is an opportune time in which to buy 
securities, particularly high-grade bonds. 

In the first place, there is every reason to 
believe that money rates will be low for some 
time to come; the credit machinery of the 
country suffered such a serious derangement 


following the outbreak of the war that we may 
anticipate as an aftermath the period of quiet 
business which we always experience after a 
severe disturbance in the financial markets. 
While no prolonged or serious depression is 
anticipated, merchants and manufacturers in 
general do not expect unusual activity for a 
time. In other words, the commercial demands 
for money will be limited, and as a result in- 
terest rates for bank loans will be low. How- 
ever. that there will be a gradual improvement 
from the lethargy now obtaining in the busi- 
ness world may be forecasted with assurance. 

It will not be long before we shall feel the 
efiects of the marketing of the largest crops 
our farmers have ever enjoyed. Notwithstand- 
ing the low prices for cotton, the value of the 
agricultural output of the United States for 
the year 1914 is much above the average, and 
this fact alone affords ground -for confidence 
in the future. 

No doubt we shall miss for the next few 
years the capital which Europe has heretofore 
annually invested in this country; on the other 
hand, we shall find new markets for many of 
our agricultural and manufactured products. 


Our Trade Relations 


I am not one of those who anticipate extraor- 
dinary returns from our proposed commercial 
invasion of South America. England, France, 


.and Germany have enjoyed a very large trade 


in South America formerly, because they have 
very materially assisted in the financing of the 
development of the South American Republics. 
The increase in our South American trade will 
not equal the magnitude of that heretofore en- 
joyed by Europe, because for years to come 
we shall not have a large amount of surplus 
capital for foreign investment; our home op- 
portunities for the profitable investment of 
capital are too great. In spite of this fact, 
it must be remembered that of the great manu- 
facturing nations which may be considered as 
competitors of the United States for the trade 
of the world; namely, England, Germany, and 
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France, the industries of two of these are prac- 
tically prostrate; much of the trade which they 
formerly carried on with other nations will be 
offered us, notwithstanding the fact,that we are 
not so well equipped to extend credits or finan- 
cial assistance to foreign countries as formerly 
were our European competitors. 

Even though the war should prove a short 
one, the industries of Germany and France, 
aad to a much less extent of England, will be 
disorganized for years to come. Many markets 
heretofore dependent upon European’ mer- 
chants and manufacturers must henceforth fill 
their wants elsewhere, and as a result there 
will be offered golden opportunities to our 
exporters. 

During the war the belligerent nations will 
buy from us great quantities of foodstuffs and 
of munitions. After the war we shall export 
large quantities of manufactured steel and 
other material which will be needed in the 
reconstruction of buildings, bridges, railroads, 
and generally for the rehabilitation of devas- 
tated areas. 


Encouraging Factors in General Situation 

Further grounds for optimism may be found 
in the evidences of a changing political senti- 
ment in this country toward the rights of 
property and capital. The popularity of radical 
measures designed to regulate and_ restrict 
business corporations and to interfere with the 
efficient operation of such corporations by their 
officers is undoubtedly on the wane. Unneces- 
sarily burdensome laws directed against the 
tailroads, such as the “full-crew” bills, will no 
longer command enthusiastic support; in fact, 
there is reason to hope that some of the laws 
of this character will be repealed. The need 
for the better. safeguarding of the capital in- 
vested in our transportation industry is becom- 
ing more generally recognized and the pros- 
pects of obtaining fair treatment from Federal 
and State legislatures and regulatory bodies 
are now better than they have been for some 
years past. 

If the reasoning which leads to the conclu- 
sion that the industrial situation will gradu- 
ally improve is sound, we may expect a better 
market for securities. Capital accumulates very 
tapidly in this country, and after investors be- 
come convinced that our industrial situation is 
fundamentally sound the absorption of securi- 
ties will proceed at a rapid rate. The capital 
fund annually available for investment in this 
country has been variously estimated, and it, 
of course, fluctuates greatly from year to year 
with changing business conditions, with the 
varying disposition of our people toward ex- 
travagance or economical living, etc. The an- 
nual increases in the deposits of savings banks 
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in the United States, from which returns are 
available, range from $200,000,000 to $250,000,- 
ooo. It seems quite safe to assume that the 
total annual savings of our people are well 
over $1,000,000,000. It is a well-known fact 
that we save more in those years, such as the 
present, when we feel a little the pinch of hard 
times. I believe that at this time there is an 
unusually large fund available for investment, 
but the effect of this fund will not be generally 
felt in the security markets until confidence on 
the part of investors has been thoroughly re- 
established. 


Security Prices and Refunding Operations 


The course of prices in the security mar- 
kets depends primarily upon the relation of 
the supply to the demand. With reviving con- 
fidence on the part of investors the demand, 
particularly for bonds, should show a marked 
increase. On the other hand,- the output of 
securities for some months to come will be 
less than normal. The expenditures by private 
corporations for capital purposes will be con- 
fined to improvements and extensions which 
cannot well be avoided. New undertakings to 
be financed will be comparatively few in nurn- 
ber. There will also be a curtailment of the 
rather extravagant programme of improve- 
ments which has been typical in the financial 
policy of so many of our municipalities. The 
reduction in the amount of new securities to 
be issued cannot but have a favorable effect on 
the financial markets. It is true that there are 
outstanding a comparatively large amount of 
short-term securities maturing during the next 
few months which will have to be funded or 
renewed. In view of the probable easy money- 
market conditions, a large part of these ma- 
turing obligations will no doubt bé taken care 
of by new note issues running from one to 
three years. The existing notes have already 
been placed with banking institutions and in- 
vestors and to renew them will not require 
an additional investment fund. In the case of 
corporations enjoying good credit the new se- 
curities will merely replace: those which are 
maturing. 


American Securities Held Abroad 


There are, then, many reasons for a feeling 
of optimism regarding the outlook for our se- 


curities. The one factor which still disturbs 
many investors is the question of the amount 
of liquidation of European securities which we 
will be called upon to absorb. The results of 
the opening of our bond and stock markets 
demonstrate that there is not at present a 
great amount of securities owned by Euro- 
pean investors overhanging our markets. That 
we shall be asked to buy back from Europe a 
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considerable amount of American bonds and 
shares is probable. It seems unlikely, however, 
that Europeans will sell our securities, which 
they are warranted in believing sound, at low 
prices, unless their necessities for money are 
extremely urgent. The ease with which Eng- 
land, which. of all foreign nations has the 
largest investment in America, has been able 
to issue a loan of $1,750,000,000 at four per 
cent., does not indicate that her resources are 
strained to a point that will require the sacri- 
fice on the part of her investors of foreign se- 
curities at abnormally low prices. 

Taking the entire situation into considera- 


One of the newest and most practical de- 
velopments of modern bank management is 
the application to banking of a principle 
which has been found remarkably successful 
by manufacturers and merchants through- 
out the country. This is the principle of 


analyzing the work of the entire organiza- - 


tion so as to eliminate every waste in ma- 
terial, mechanical operation and above all 
in the energy of employees. Business men 
everywhere have found that the best invest- 
ment they have made was the employing of 
able and experienced specialists to make a 
thorough and systematic analysis of the 
working operations of their entire organi- 
zation. As an immediate result of such an 
analysis they have'found that in addition to 
saving money on materials and mechanical 
operations they have secured from their 
employees, by careful systematizing and in- 
struction, much better co-operation as well 
as a better day’s work. 

And what has proved of so great value 
to manufacturers and merchants is now 
Being applied to banking institutions. There 
is no more important problem the modern 
banker has to solve than the efficiency of 
his officers and employees. Is each one 
doing the work for which he is best fitted? 
Is every man satisfied with his position? 
Is there any just grievance that interferes 
with the efficiency of any of the workers? 
ls any of them drawing a salary which 
someone else earns?—théese are some of 
the questions that worry many a bank 
executive and can only be satisfactorily an- 
swered by a careful analysis of each detail 
of the daily workings of his institution. 
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ANALYZING A BANK 
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tion, it seems to me that the purchase of sound 
bonds at present prices may be recommended 
to investors without hesitation. With municipal 
bonds yielding from 4% per cent. to 5 per 
cent., with high-grade railroad bonds yielding 
from 4% to § pér cent., and with sound public 
utility bonds yielding from 5% per cent. to 6 
per cent., investors are offered opportunities 
to make purchases yielding a return not hereto- 
fore obtainable for more than a decade. The 
course of the market during the past few weeks 
indicates that careful observers realize this fact 
and that many of them have invested in securi- 
ties at the current levels. 









Analyzing a bank has nothing to do with 
auditing, neither does auditing disclose any 
facts of analytical value. The analysis de- 
termines the most practical avenues to the 
greatest growth and prosperity. It deter- 
mines all factors of expansion and it shows 
which produce the most profits at the low- 
est expense. Furthermore, it indicates how 
the most efficient and profitable co-operation 
can be secured between all kinds of service 
rendered in every department for the general 
welfare of the institution. In a word, the 
analysis of a bank is the pulse upon which. 
the chief executive officer can place his 
finger at any time and know every heart- 
beat of the institution to the most minute 
detail. It is the appreciation of these facts 
that led a prominent banker a short time 
ago to say that the latent power in the 
form of unapplied energy of the officers and 
employees of many a banking institution is 
abundantly able, if rightly developed and 
directed, to make great banks from many 
that are now small and to make greater 
banks from many that are now already 
large. 

Already many progressive bankers are 
following the example of manufacturers 
and merchants and are having a thorough 
analysis made of their banks’ methods, plans 
and operations so as to show how and why 
their growth may be increased by making 
full use of the latent powers within their 
organizations. It goes without saying that 
such bankers ‘are making greater profits, 
eliminating unnecessary expenses and dupli- 
cation of operations, thus materially adding 
to the growth of thcir institutions. 
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EFFECT OF CLAYTON ACT ON NATIONAL BANK 
AND TRUST COMPANY DIRECTORATES 


THE TWO YEAR ‘OPEN SEASON” CONFIRMED BY RECENT OPINIONS 
RENDERED BY COUNSEL OF FEDERAL RESERVE BOARD 
AND SOLICITOR OF THE TREASURY 


Interpretations of the various paragraphs of 
Section 8 of the Clayton Act, relating to 
“interlocking directors,” recently rendered by 
M. C. Elliott, counsel for the Federal Reserve 
Board and by Acting Solicitor F. A. Reeve, 
of the United States Treasury, removes all 
doubt as to the purpose of Congress that none 
of the prohibitions shall become effective until 
October 15, 1916. Both of these opinions con- 
cur on the point that existing connections will 
not be subject to violent change, and that at 
least two years will be given to comply with 
the different provisions of this section. The 
interpretation given by the Acting Solicitor was 
in direct response to a letter of inquiry ad- 
dressed to the Federal Reserve Board by Vice- 


President Robt. W. Webb, of the Minneapolis 


Trust Company. It establishes the fact that 
directors of trust companies subject to the 
provisions of paragraph 2 of Section 8 are 
eligible to serve as directors of National banks 
and trust companies until the expiration of two 
years. It is also held that the last paragraph of 
Section 8 permits such directors to serve for 
such time thereafter as constitutes the unex- 
pired part of one year from the date of election. 
The confusion was due to the absence. of 
specific wording of paragraph 2 of this sec- 
tion in not repeating the express provision at 
the beginning of paragraph 1 reading “That 
from and after two years from the date of the 
approval of this act, etc.” 

These interpretations also make it clear that 
directors serving ‘on National banks, State 
banks or trust companies where eithet have 
combined deposits, capital, surplus and undi- 
vided profits of more than $5,000,000, or where 
such banking and trust company institutions 
are located in cities with more than 200,000 in- 
habitants will have at least two years in which 
to readjust their relations. This extension of 
time also applies to private’ bankers 
serving as directors of National banks or of 
State banks and trust companies operating 
under the Federal law. 


It was owing to the lack of clarity in the 
wording of the time limit as applying to the 
various paragraphs of Section 8 that a num- 
ber of directors of National banks have al- 
ready either resigned from such connection or 
have given up their connections with State in- 
stitutions. In view of the fact that the two- 
year extension applies to all the paragraphs, 
and that there is a possibility of modification 
of the “interlocking directorate” provisions it 
would, therefore, seem the part of wisdom to 
accept the time limit unless other, and perhaps 
more personal, reasons should warrant retire- 
ment. In any event the operation of this law 
will not interfere with dual directorships or 
connections where National banks and trust 
companies have common stock ownership. This 
will encourage joint operation of National 
banks and trust companies similar to the plan 
of operation in Chicago, St. Louis, Cleveland, 
New Orleans and a number of other cities. It 
is in cities like New York, Philadelphia, Boston 
and elsewhere that directorial relations between 
National banks and trust companies will be 
most seriously affected. In Philadelphia alone 
a list was published recently giving the names 
of 100 directors of National banks and trust 
companies in that city who will have to re- 
sign from one or more bank boards. A num- 
ber of such resignations have already been an- 
nounced. In New York, Chicago and Phila- 
delphia a number of private bankers have also 
taken similar action without waiting until the 
law goes into effect. 

Trust Companies Magazine has received 
from Mr. Robert W. Webb, vice-president of 
the Minneapolis Trust Company, a copy of the 
letter which he addressed on November 2oth 
to the Federal Reserve Board, which reads 
as follows: 

“Do the words ‘from and after two years 
from the date of the approval of this Act’ 
at the beginning of Section 8 of the Clayton 
Law apply to Paragraph 2 of Section 8? In 
other words, is a director of this company 
eligible to serve as a director of a National 
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bank not having common ownership of stock 
until the expiration of two years after the 
approval of the Act? And if he is so eligible 
may he not further serve for such time there- 
after as constitutes the unexpired part of one 
year from the date of his election? 

“Was it not the intention that Paragraphs 1 
and 2 of Section 8 be read together in order 
that existing arrangements might not have to 
be changed too suddenly, and in order also 
that the provision in the first paragraph as to 
eligibility to serve as a director in two institu- 
tions whose deposits, capital, etc. exceed 
$5,000,000, be modified by the second in the 
case of institutions the stock of one of which 
is owned entirely by the stockholders in the 
other? 

“If the two paragraphs are to be read to- 
gether so that the first is modified by the 
second as to certain institutions having common 
ownership of stock, are they not also to be 
read together as to the provision governing 
the time for making the changes made neces- 
sary by the Act? In other words was it not 
the intention of the first two paragraphs of 
Section 8 that as to banks of over $5,000,000 
generally, and as to all banks in cities of over 
200,000 population the provision as to (1) time 
of the Act taking effect; (2), mutual savings 
banks; (3), common stock ownership, and (4), 


Federal Reserve banks, should apply alike? 


“We will much appreciate an expression 
from you on this point.” 

This letter was referred by the Federal Re- 
serve Board to the Department of Justice, and 
an interpretation was given by Acting Solicitor 
Reeve. After quoting Section 8 of the Clayton 
law Solicitor Reeve submits his conclusions, 
as follows: 

“From the facts stated, and in accordance 
with my interpretation of the statute, I am of 
the opinion that the two years’ limitation men- 
tioned in the first paragraph of. Section 8 of 
the Act applies also to the second paragraph, 
and that a director of the said trust company 
is eligible to serve as a director of a National 
bank not having common. ownership of stock, 
until the expiration of two years after the ap- 
proval of the Act; and that by authority of the 
last paragraph above quoted, he is eligible to 
further serve for such time thereafter as con- 
stitutes the unexpired part of one year from 
the date of election. 

“I am of the opinion also that the statute 
will fairly bear the liberal interpretation that 
it was intended that paragraphs 1 and 2 should 
be read together in order that the existing ar- 
tangements might not be subject to sudden 
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and inconvenient changes; and that the first 
paragraph as to eligibility to serve as a direc- 
tor in two institutions whose deposits, capital, 
etc., exceed $5,000,000, be modified by the sec- 
ond in the case of institutions the stock of one 
of which is wholly owned by the stockholders 
in the other. 

“I am further of the opinion that it was the 
intention of Congress that the first two para- 
graphs of Section 8 as to banks whose de- 
posits, capital, surplus, etc., aggregate more 
than $5,000,000, and as to all banks in cities 
of over 200,000 population, the provisions as 
to time of the Act taking effect, mutual sav- 
ings banks, common stock ownership and Fed- 
eral Reserve banks, should apply alike.” 

This interpretation is also confirmed in an 
interpretation submitted to the Federal Reserve 
Board by its counsel, Mr. C. Elliott, who holds 
that Paragraphs 1 and 2 of Section 8 should 
not be treated as two separate enactments. 

Note: Subscribers desiring the complete 
text of the interpretation rendered by the coun- 
sel of the Federal Reserve Board and by the 
Acting Solicitor may obtain copies by writing 
to Trust CoMPANIES. 


E. R. FANCHER 


GOVERNOR OF THE FOURTH DISTRICT (CLEVELAND) 
FEDERAL RESERVE BANK 
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SOME LEGAL ASPECTS OF EFFECT OF THE BRITISH 
MORATORIUM ON AMERICAN CREDIT RELATIONS 


FRANK C. McKINNEY 
Author of ‘‘ Legal Investments for Trust Funds" 


Of the important questions presented to 
American bankers, as a result of the conditions 
which exist in Europe, the English moratorium, 
in its effect upon exchange, has come up for 
consideration in the form of a dispute between 
Lazard Fréres, bankers, and Vogelstein & Co. 

Vogelstein & Co. borrowed £25,000, in bills 
of exchange on London, from Lazard Freéres, 
under the following contract dated May 109, 
1914: 

“We have borrowed of you today your bills 
at ninety days’ sight on Messrs. Lazard Broth- 
ers & Co., London, for £25,000 (twenty-five 
thousand pounds) sterling, on the following 
conditions: That for this amount we agree to 
settle with you at least three days prior to their 
maturity in London, without grace, at your 
rate for exchange on London.” The agreement 
provided also for the pledging of collateral with 


Lazard Fréres in New York as security for the 
loan. 

Before the loan was due, the English Crown. 
acting under the authorization of Parliament, 


issued various proclamations or moratoria 
postponing the payment of certain debts. The 
first of these proclamations was made on 
August 2d, and postponed the obligation to pay 
certain negotiable instruments for one month. 
This was followed by another Act of Parlia- 
ment on August 3d, and another proclamation 
under date of August 6th. Since that time 
numerous acts of Parliament and proclamations 
by the Crown have been declared, each act 
relating to the previous acts, extending the 
time of payment on notes, bills of exchange 
and other evidences of debt. It is unnecessary, 
for the purposes of this discussion, to set forth 
the various proclamations in detail. Suffice it 
to say that they include the payment to be made 
by Lazard Brothers & Co. of London on -the 
bills of exchange referred to in the contract 
above mentioned. ° 

By the terms of that contract, the debt due 
Lazard Fréres in New York from* Vogelstein 
& Co., came due in August after the morator- 
ium had been declared. Upon the due date, 
Lazard Brothers & Co., of London, elected to 
pay the bills of exchange. But upon that date 


the rate of exchange was high and Vogelstein 
& Co. objected to payment on the ground that 
Lazard Fréres were taking advantage of the 
extraordinary conditions for the purpose of 
enriching themselves. 

The matter was submitted to arbitration be- 
fore Hon. Edgar M. Cullen, former Justice of 
the New York Court of Appeals, and he de- 
cided that while the contract was made in 
New York, still its true construction was that 
Vogelstein & Co., were bound to settle with 
Lazard Fréres not any specific number of days 
after the bill of exchange was presented in 
London, but three days before the bill matured 
in London. If “three days prior to their ma- 
turity in London” meant eighty-seven days 
after presentation of the bill in that city, it 
would have been very easy to so state in the 
contract. 

The learned Arbitrator further decided that 
the London bankers were not bound to post- 
pone payment because of the various mora- 
toria proclamations. The right to pay upon 
the due date was theirs if they chose to exer- 
cise it. 

The moratoria proclamations provide that 
nothing therein shall prevent payments being 
made before the expiration of the month, the 
effect being not to postpone absolutely the pay- 
ment of bills of exchange, but to leave it 
optional with the debtors whether or not they 
will avail themselves of the credit. The ac- 
ceptors had the right to discharge the bills 
when they matured. To gain the extension 
they would have been obliged to reaccept the 
bills and assume the additional obligation of 
interest. 

Clearly, the decision of the arbitrator was 
correct. There was nothing in the contract to 
indicate any further extension of ‘the time of 
payment as between Lazard Fréres and Vogel- 
stein & Co., and the English moratorium was 
not declared for the purpose of giving the con- 
tracting parties in America the right to the 
extensions, but as a privilege to be exercised 
by English debtors. 

In the opinion of Mr. Justice Cullen, one 
point is raised upon which we would be in- 
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clined to differ with him. He says: “Had they 
(Lazard Fréres) not paid the bills and sought 
to hold Vogelstein & Co. liable, a very differ- 
ent question would be presented. In such a 
case I would be extremely loath to hold Vogel- 
stein & Co. liable for the amount claimed.” 
Even if Lazard Fréres had not paid the bills, 
we cannot see that the liability of Vogelstein 
& Co. would have been any different. They 
owed Lazard Fréres a certain sum of money, 
payable at a day certain, at the then prevailing 
rate of exchange. The obligation of Vogel- 
stein & Co. was thus fixed and it was fixed by 
a contract made in New York with the New 
York representative of Lazard Brothers & Co. 
in London. Lazard Fréres had made remit- 


TRUST COMPANIES 


tances to their London house and they had a 
large balance to their credit there. Had they 
desired to leave this balance to their credit 
and at the same time collect from Vogelstein 
& Co. the amount due and the rate of ex- 
change, according to the terms of the con- 
tract, there would seem to be no reason why 
they should not do so. Surely the moratorium 
proclamation giving the London house the right 
to delay payment could not, by any construc- 
tion, be said to apply to the New York con- 
tract. It is intended for the benefit of debtors 
in England and not for the purpose of enabling 
those who contract elsewhere to change their 
obligations even if those obligations do become 
more burdensome as a result of unforeseen 
European difficulties. 


NEW YORK CLEARING HOUSE AMENDS RULES GOVERNING COLLEC- 
TION CHARGES ON OUT-OF-TOWN CHECKS 


Important action was taken recently by the 
New York Clearing House Committee, which 
is interpreted as the first step toward the ulti- 
mate abolition of exchange charges ‘for the col- 
lection of out-of-town checks. The amend- 


ment to the Clearing House rule governing col- 
lections was prompted by the policy observed 
by the New York Federal Reserve Bank in 
accepting checks at par drawn on other Re- 
serve banks and drawn by member banks on 


other member banks located in Manhattan, 
Brooklyn and Albany. The amendment adopted 
by the Clearing House Committee places on 
the so-called “discretionary list” all items 
which the Federal Reserve Bank of New York 
shall have notified the Clearing House manager 
it will receive from its members for immediate 
credit at par. The rule will also enable State 
banks and trust companies, members of the 
Clearing House, and which do not belong to 
the Federal Reserve system, to regard checks 
drawn on other Federal Reserve banks as “dis- 
cretionary items” and they will not be obliged 
to make charges for collection. 

Acting in accordance with recommendations 
made by a special committee, consisting of 
Walter E. Frew, Edward Townsend and Charles 
H. Sabin, the Clearing House Committee has 
amended Section 2 of the New York Clearing 
House rules to read as follows (amendment 
in italics) : 

“For items collected for the accounts of, or in 
dealings with, the Governments of the United 
States, the State of New York, or the city of 
New York; for items payable in the cities of 
Boston, Mass.; Providence, R. I.; Albany, 
N. Y.; Troy, N. Y.; Jersey City, N. J.; 
Bayonne, N. J.; Hoboken, N. J.; Newark, 


N. J.; Philadelphia, Pa.; Baltimore, Md., and 
for items payable only at any bank or trust 
company located in the States of Massachusetts, 
Rhode Island, Connecticut, New Jersey, and 
New York (other than those located in any 
discretionary city named in this article), whose 
tresident, cashier, or treasurer shall have noti- 
fied in writing the manager of the New York 
Clearing House Association that it will remit in 
New York funds at par, on the: day of receipt 
by it, for all items drawn on it received from 
members of the New York Clearing House 
Association or from non-members clearing 
through members, and for all items (whether 
such items are collected through the Federal 
Reserve Bank in New York. or otherwise), 
which the Federal Reserve Bank in New York 
shall have notified the manager of the New 
York Clearing House Association it wiil re- 
ceive from its members for immediate credit at 
par, the charge shall in all cases be discretion- 
ary with the collecting bank, and the same shall 
not be governed by the provisions of these rules 
and regulations.” 


The Clearing House Committee states that 
the change in the rules is pursuant to the 
policy of the Clearing House Association au- 
thorizing members to collect only such charges 
as will reimburse them for the expense in- 
volved in collection. The Clearing House com- 
mittee has requested the Federal Reserve Bank 
in New York to advise the manager of the 
Clearing House from time to time as to the 
items that will be received from its members 
for immediate credit at par, and the manager 
of the Clearing House will, in turn, notify the 
members as to such changes as there may be 
in the discretionary list. 
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CONFERENCE OF TRUST COMPANY AND STATE BANK 
REPRESENTATIVES WITH THE FEDERAL 
RESERVE BOARD 


SOME OF THE OBSTACLES TO ADMISSION OF STATE 
INSTITUTIONS IN NEW SYSTEM 


It is reasonable to assume that the Federal 
Reserve Board fully appreciates its difficult task 
in reconciling various requirements, so as to 
make membership in the Federal Reserve sys- 
tem more attractive to trust companies and 
State banks. Although no definite recommen- 
dations or amendments to the Federal Reserve 
Act were suggested at the first hearing granted 
by the board to representatives of trust com- 
panies, State and savings banks on December 
8th, the meeting was important for several rea- 
sons. In the first place the State institutions 
cannot be forced into the system through 
coercive methods, with the only alternative of 
giving up their charters as in the case of Na- 
tional banks. Secondly, it is not a question of 
enforcing uniform legislation or rules, but of 
adapting a new National system, so that it 
will not interfere in the exercise of local con- 
ditions which are recognized and reflected in 
the banking and trust company laws of the 
various States. 

The representatives of the trust companies 
and State banks properly contended for more 
time in which to collect information whieh 
would have to cover the entire country, and 
serve as a basis for drawing up suitable recom- 
mendations, both for further legislative action 
in Congress, and for the guidance of the Fed- 
eral Reserve Board in promulgating rules and 
regulations to govern the admission of trust 
companies and State -banks. The committee, 
therefore, confined itself to several broad sug- 
gestions which were calculated to impress upon 
the members of the Federal Reserve Board 
the need of further deliberative consideration. 
It was pointed out that there is no provision 
in the Federal Reserve Act which would per- 
mit State institutions to withdraw from mem- 
bership except through liquidation; that the 
authority conferred upon the board to make 
rulings and regulations as to exercise of speci- 
fic powers obtained under State charters might 
Prove arbitrary and burdensome. The trust 
companies were represented at the meeting by 
Uzal H. McCarter, president of the Fidelity 
Trust Company of Newark, N. J., who is 


chairman of the Executive Committee and head 
of the Committee on Legislation of the Trust 
Company Section, A. B. A.; John W. Platten, 
president of the United States Mortgage & 
Trust Company of New York; John W. Mason, 
vice-president of the Commercial Trust Com- 
pany of Philadelphia; A. A. Jackson, vice- 
president of the Girard Trust Company of 
Philadelphia, and Oliver C. Fuller, president of 
the Wisconsin Trust Company of Milwaukee. 
The trust company representatives acted in con- 
junction with the joint committee, including 
State and savings bank officials, appointed in 
accordance with the resolufion adopted at the 
last annual. meeting of the American Bankers’ 
Association at Richmond. 

Following the conference at Washington the 
Federal Reserve Board gave out the following 
statement, including the suggestions made by 
the chairman of the trust company delegation: 

“The members of the Federal Reserve Board, 
sitting as a committee this morning, listened 
to a discussion presented by répresentative of 
trust companies, savings banks and State banks, 
members of American Bankers’ Association, 
with reference to the conditions under which 
institutions- holding State charters may be per- 
mitted to enter the Federal Reserve system. 

“A statement embracing the views of the 
bankers was presented to the Board, as fol- 
lows: 

“‘The representatives of the banking institu- 
tions who are present today desire to express 
to your associates of the Federal Reserve Board 
their appreciation of the courtesy extended to 
them in permitting them to appear before you 
and of the efforts which have been made by 
your Board to meet the convenience of our 
committee in the postponement of. the meeting 
from December 2d until today. 

“‘While we are appreciative of your efforts 
in this direction, we nevertheless feel that suffi- 
cient time has not elapsed since the appoint- 
ment of our committee by the president of the 
American Bankers’ Association, said committee 
being appointed only on November oth, to have 
given proper and full consideration to the 
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weighty problems involved in this subject and 
to have arrived at any conclusion in the settle- 
ment of the problems. 

“The resolution passed by the American 
Bankers’ Association, and under which this 
committee is acting, and for its object the 
suggestion of such change or changes in the 
Federal Reserve Acts as would permit State 
chartered institutions to enter the System and, 
as before stated and for the reasons given, the 
committee has been unable to offer any sugges- 
tions to the purpose for which they were ap- 
pointed, and if, in offering some suggestions as 
to the rules and regulations to be promulgated 
by the Federal Reserve Board, they have 
strayed afield from the purpose of their ap- 
pointment, they would plead their desire of full 
co-operation with the Government in the fur- 
thering of the banking interests of the country 
by doing everything in their power to assist 
the Federal Reserve Board in the determina- 
tion of the problems with which they are now 
confronted. 

“While the trust companies have giyen a 
great deal of consideration involving the sub- 
ject, frankly we are compelled to admit, for 
the reasons outlined in the beginning of my 
remarks, viz.: The short time we have had 
between the date of our appointment and the 
date of this meeting, that we have been unable 
to arrive at any conclusion among ourselves by 
which we could make any suggestions to you 
looking toward such amendments as might be 
made to the Act which would encourage trust 
companies to enter the system. 

“‘Since, however, it is the intention of the 
Federal Reserve Board to promulgate certain 
rules and regulations, it may not be inappro- 
priate to bring to your attention one or two 
thoughts which have occurred to us and which 
we would like to suggest to you for your con- 
sideration. 

Powers and Restrictions 

“*The Act provides: 

“‘State banks and trust companies may con- 
tinue to exercise those banking or trust com- 
pany powers granted them by their State char- 
ters when such powers art not in conflict with 
the limitations imposed by the Federal Reserve 
Act or the regulations of the Board. No 
power, however, granted by a State charter 
which is not customarily exercised by a bank 
or trust company and which is not incident to 
the business of a bank or trust company shall 
be exercised by any association (incorporated 
under the laws of any State) which becomes a 
member of the Federal Reserve system. The 
Reserve Board reserves to itself the determina- 
tion as to whether these unusual powers are 
admissible and consistent. The applying bank 
must file with its application, as an exhibit, 
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its statement showing powers granted to it by 
its State charter and those powers which it 
desires and intends to exercise.’ 

“It occurs to us that it may be difficult to 
determine what are the powers usually exer- 
cised by, trust companies. Their powers are 
enumerated in the several State statutes under 
which they are incorporated. There is con- 
siderable difference between the powers granted 
such companies by the different State laws. In 
addition to this some of the trust companies 
are operating under private charters and exer- 
cising not only the powers given under such 
charters, but also the powers given under the 
general statutes. 

“Under these conditions an applying trust 
company will be confronted with the necessity 
of immediately determining what powers it 
would like to exercise in the future and pos- 
sibly of being compelled to discard some of the 
powers granted by its charter because the 
Federal Reserve Board, which is a continuing 
power, might be of the opinion that some of 
these powers not customarily exercised were 
inconsistent with the Federal Reserve system 
and therefore inadmissible. 


“Our disposition being in every respect that 
of supporting the Federal Reserve Board and 
the recent banking legislation we had thought 
possibly, after an opportunity had been afforded 
to the trust companies of watching the opera- 
tions of the Act as applied to National banks, 
that later on any State chartered institution 
would be able to enter the system and, after a 
fair trial of the same, if it so desired, might 
retire therefrom. As the law now reads this 
cannot be done. The Federal Reserve Act 
opens the door for voluntary entry of State 
institutions, but does not permit voluntary exit 
except through liquidation. 


“The Act also provides: ‘The Federal Re- 
serve Board will from time to time make such 
amendments and adopt and publish such addi- 
tional regulations and by-laws as may be 
deemed necessary and ativisable.’ 


“This regulation seems to us to contain ele- 
ments of great danger to State chartered im- 
stitutions entering the system and to impose 
hardships upon them which are not imposed 
upon National banks, for the duties, the privi- 
leges and the limitations as applied to National 
banks in the Federal Reserve Act are defined 
and prescribed, while under this regulation a 
future reserve board may prescribe regulations 
for the conduct and management of State char- 
tered institutions which may be difficult to 
comply with, and the above mentioned class 
of institutions would have no remedy or power 
to escape their enforcement except again by 
liquidation.” 
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FUNCTIONS OF THE INVESTMENT BANKER IN THE 
EMPLOYMENT AND CONSERVATION OF CAPITAL 


JAMES SHELDON 
Of Lee, Higginson & Co. 


Production is accomplished by tools. In the 
civilized world no labor is employed without 
capital. Capital is accumulated savings—sur- 
plus acquired by former work and conserved 
by the prudent; it is the tool, the implement, 
without which nothing can be done in the 
civilized world. In all effort, capital is one 
hand; labor is the other. 


Co-operation.—About half a century ago the 
world discovered that inter-communication, 
steam and electricity, make larger communities, 
larger undertakings, larger demands for capital, 
and the world invented the corporation with 
limited liability. The corporation was formed 
for co-operation in industry, in endeavor, and 


in capital, and depends for its existence on. 


large masses of money from many sources. 
This was the urgent need—to utilize all the 
stream which flows from the continuous toil 


of man, the golden river which turns the wheel 
of human progress. 


The Banker.—Therefore the world set about 
locating the little wells of capital, leading them 
through rivulets, streams and rivers, into the 
great reservoirs. Thus arose the need for the 
Investment Banker to locate the sources of 


capital. His function is to serve in the double 
capacity of, first, advisor, conserver of the 
world’s capital, and; second, banker to the cor- 
poration, supplying the sinews. In this dual 
capacity he is as productive as the farmer who 
grows wheat, or the transporter who brings 
it to market. In stimulating and assisting the 
producer to save his surplus, the banker has 
rendered a third service; he has added one 
more man with a stake in the country, one 
more conservative force. The dangerous man 
8 the community is the one with nothing to 
lose. 

He who adds materially to the world’s wel- 
fare is a producer. Human usefulness may be 
divided into production, distribution, conserva- 
tion—three functions equally important, three 
legs to the tripod of values. We are witness- 
ing a destruction of values unprecedented in 
the history of the world. Europe has taken 
its surplus and burned it; therefore, America, 


hitherto a borrowing nation, must now finance 
itself. 

We live in the richest country in the world, 
and the most extravagant. It is estimated that 
America pays to Europe $26,000,000 a month, 
interest and dividends' on borrowed money; 
and the largest bank in America estimates that 
America pays for pleasure vehicles alone 
$500,000,000 annually, and then goes, hat in 
hand, to the peasants of France to get Ameri- 
can railways financed. 

The world has urgent need for the use of 
your surplus and is willing to give you ample 
pledge for its safe return and higher interest 
than can be remembered since the time of your 
grandfather. 


The Supreme Query.—The great puzzle to 
humanity has never been to create, but to con- 
serve. The ever present question is “How shall 
I keep my surplus?” “How shall I provide for 
my family when I am gone?”—and strangely 
enough, even the prudent, the careful, have 
been ever ready to risk that surplus in all sorts 
of doubtful ways, financing all kinds of dreams 
in the hope of great profits. It is the function 
of the Investment Banker to see that nothing 
be lost; to make a dollar and six cents grow 
in safety where only a dollar grew before. 

A civilized community is a group of special- 
ists, each one doing what he does best, and one 
measure of civilization is the readiness with 
which a community seeks and accepts the ad- 
vice of experts—takes counsel of experience. 

A broker is one who executes your orders for 
a consideration without responsibility. 


_ The Profession of Banking.—An investment 
banker is one who sells with his recommenda- 
tion a bond which he owns, having purchased 
and paid for it after critical examination. He 
serves the lender with his advice, his experi- 
enced organization, his expert staff, and his 
financial resources. His feeling of responsi- 
bility continues until the bond is paid, principal 
and interest. He serves the borrower by 
broadly distributing his bonds throughout the 
world, placing them with the ultimate holder, 
and by maintaining a market for the security, 
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sustains and extends the credit of the corpora- 
tion, so that if it comes again into the money 
market, its borrowing is facilitated. 

The function of the Investment Banker is to 
conserve. He is like the captain of a giant 
liner, on the bridge, laying the course, deciding 
how to make the voyage without shipwreck and 
disaster; he uses the seaman, the lookout, the 
engineer, the navigator, but the decision is his, 
and on his prudence depends the safety of the 
ship. On the prudence, wisdom and sagacity 
of the banker depend the happiness and wel- 
fare of the community. 

The Manufacture of a Security.—Thus, 
making a security is one of the most difficult 
problems, requiring the consensus of opinion 
of many experts, many points of view—the 
engineer to value the physical property and its 
earning power; the opinion of the soundest 
lawyers to draw the mortgage so that there 
may be no cloud on the title, no weakness in 
the bond, no loophole for the unprincipled. 
Assembling these opinions, the banker sits in 
judgment and is obliged to say “no” to 95 per 
cent. of the undertakings proposed—“No,: this 
is not sound; it should not be financed.” 

The insurance companies advertise that only 
5 per cent. of those who die leave an estate. 
Ninety-five men make money, only five ade- 
quately save, 5 per cent. provide for the future. 
Production is ninetcen times easier than suc- 
cessful conservation. 


In the civilized world there is no employment 


without money. In giving to the world your 
savings to use, you are giving employment to 
men and women; you are keeping the wolf 
from the door. Invested money is like mercy, 
which Portia says is—“Twice blest; it blesses 
him who gives and him who takes.” 

Seek a Specialist.—You desire to. make your 
money safe and useful; to make it earn in- 
terest which will be paid promptly, together 
with safety of the principal; you seek an 
engineer for your bridge, a physician for your 
illness, a banker for your surplus—you rely on 
expert advice. Ask in your community what 
house in the past century has acquired reputa- 
tion as the soundest banker, the keenest judge 
of values, the most successful merchant of 
interest. Take his advice. A celebrated banker 
once said: “A lamb is one who invests first 
and investigates afterward!” 

Before you purchase securities let your banker 
make the most critical investigation. 

Riches like responsibilities seek the shoul- 
ders which are able to carry them. 


Charles D. Smith and William P. Holly have 
heen elected assistant cashiers of the Chase 
National Bank of New York City. Mr. Smith 
entered the employ of the bank in 1892, and 
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Mr. Holiy in 1901. Mr. Holly is secretary of 
the Cotton Loan Committee and of the 
$100,060,000 gold pool. 


Oldest Banker in the United States 

W. W. Spence, who was one of the founders 
of the Mercantile Trust & Deposit Company 
of Baltimore in 1884 and for many years a vice- 
president of that company in which he is still 
a director, will complete his 100th birthday next 
October. He doubtless has the distinction of 
being the oldest banker in the United States, 
Born in Scotland he came to this country when 
quite young, engaging in the business of im- 
porting merchant in Baltimore. Subsequently 
he became identified with a number of im- 
portant financial and transportation organiza- 


W. W. Spence 


A DIRECTOR OF THE MERCANTILE TRUST AND DEPOSIT 
COMPANY OF BALTIMORE, WHO HAS JUST 
ENTERED HIS 100TH YEAR 


tions. In advancing the work of charitable 
and religious organizations and _ institutions 
Mr. Spence was also generous in his bestowals 
and in active co-operation. But as_ years 
passed by Mr. Spence retired from his various 
business and other connections, retaining only 
his directorship in the Mercantile Trust & De- 
posit Company. He keeps thoroughly abreast 
with current affairs and takes great pride in 
following the successful growth of the trust 
company which he helped to organize. 
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ESTABLISHING THE AMERICAN DOLLAR AS A BASIS FOR 
EXCHANGE IN DEVELOPING OUR FOREIGN TRADE 


EUROPEAN WAR AND NEW BANKING SYSTEM PAVE THE WAY 


DAVID H. G. PENNY 
Vice-President and Manager, Foreign Department of the Irving National 
Bank ot New York City 


The American dollar, as a basis for inter- 
national exchange, has become more widely 
recognized in the commercial world during the 
past few months than ever before. In order 
to render this advantage permanent and to fol- 
low up our opportunities for greater foreign 
trade expansion, it will be necessary to secure 
co-operation among banking and exporting in- 
terests. It will be necessary to abandon time- 


worn methods under which the American dol- 
lar was not given proper credit for its 23.32 
grains of pure gold, when sent by the carload 
across our borders in order to maintain our 
credit and meet the demands of foreign credit- 
ors. The breaking down of the international 
machinery of credit and trade, as a conse- 


quence of the war in Europe, created a condi- 
tion which emphasized the importance of the 
American dollar. But what contributes a per- 
manent factor in making the dollar a basis of 
international exchange, is the establishment of 
the Federal Reserve system, which will regu- 
late and support a free discount market for 
prime bank acceptances. 

As the greatest and richest of neutral na- 
tions of the world the United States is today 
in position “to assume its proper plac \n inter- 
national trade and fiscal relations. I cannot see, 
however, that we can become the Clearing 
House for the world until American interests 
invest more freely in foreign enierprises as 
well as in foreign State loans. The war will 
doubtless bring forth many attractive offerings 
‘aloag. this line, needing only a careful discern- 
ment of merit. We must adopt the methods 
employed in European countries, and particular- 
ly by England, in carrying on broad policies of 
investment. The Federal Reserve Act paves 
the way through its provisions for the estab- 
lishment of branch American banks in foreign 
countries and particularly in South America. 
There can be no doubt that our bankers and 
exporters are in fullest sympathy with the 
proposition to advance the American dollar to 
the point so that a draft on New York will 


find in any part of the world a ready market, 
and that back of it there will be complete 
confidence in the ability and integrity of the 
American people, as well as their institutions, 
to discharge the obligations in go!d or better 
than gold. 

It must be borne in mind that this is a 
comparatively new country. Importers and 
exporters here wishing to trade with abroad 
have therefore had to adapt themselves to the 
financial customs as they were found, and con- 
duct their trading operations in _ foreign 


Davin H. G. PENny 


VICE-PRESIDENT AND MANAGER FOREION EXCHANGE DEPT, 
OF IRVING NATIONAL BANK OF NEW YORK CITY 
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moneys, of which the English pound sterling 
takes the lead. 

One of the largest South American export- 
ers here discontinued on the first of August 
the drawing of all bills in pounds sterling on 
South American customers, and he told me 
recently that this change was well received, 
but felt that we would be obliged to return 
to old customs upon the establishment of 
peace. All of us that have any business rela- 
tions with South America should take such 
steps as are possible to establish permanently 
the Dollar Exchange, and the American banks 
down there will force their competitors to 
quote sight and ninety’ days’ sight New York, 
which has not been done hitherto. _ Printed 
quotation sheets from Buenos Aires have only 
been quoting the exchange on London, Paris, 
Antwerp and Hamburg at ninety days’ sight, 
neglecting quotations for New Yofk Exchange. 

Cotten is our principal export, and with the 
exception of that taken by Japan and the far 
East, has. been almost entirely paid for by 
drafts on European banks and bankers under 
unconfirmed letters of credit, while’ our im- 
porters of European raw materials have gener- 
ally been obliged to open confirmed letters of 

‘credit with English, German and French 
bankers. + 

The payment for cotton with a credit in 
dollars was practically unheard of before the 
war, while now a very considerable amount 
is going abroad paid-for by drafts at sight 
and up to ninety days’ sight on New York 
banks, which are paid (or accepted) on presen- 
tation and surrender of shipping documents for 
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account of the bank’s foreign correspondents, 
and for which the New York banks are receiv- 
ing the commission which would otherwise be 
paid to banks and bankers in London and other 
centers, all advancing the importance of the 
dollar. 

As stated, there has never been a time when 
the American dollar was bettér known than 
since the outbreak of the war. I am receiving 
cables every day from banks in Europe and 
elsewhere, offering to buy and sell credit bal- 
ances in dollars against their own and other 
exchanges. 

When our importers have had to pay over 
$6 per pound sterling and 25 cents per franc 
to cover purchases based on normal rates, and 
were actually engaging passage on European 
steamers to personally discharge their obliga- 
tions in American gold coin (as was actually 
done at the beginning of August) -and export- 
ers are selling their German and Russian funds 
at 21%4 cents per mark and 40 cents per rouble, 
it is time that they should get together and 
take steps to give the dollar the place it de- 
serves in international transactions. 

Our greater trade opportunities will be but 
transient in character unless we adapt our- 
selves to international credit requirements. In 
the first place there:must be the creation of 
international banking facilities which will place 
the American dollar at least on a parity with 
the London sterling bill after peace has been 
assured. It is also essential that we copy the 
methods employed by European countries in 
adapting ourselves to the business and trade 
requirements of foreign countries. 





MARYLAND TRUST COMPANY 


BALTIMORE 


Invites you to call or write regarding reciprocal business 


FAVORABLE TERMS WILL BE MADE FOR ACTIVE AND RESERVE ACCOUNTS 
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PRIME FACTORS IN EDUCATING THE PUBLIC 
REGARDING TRUST COMPANY SERVICES 


PREVAILING CONDITIONS OFFER EXCEPTIONAL OPPORTUNITIES 


CHARLES H. LOVETT 
Member of the New York Bar 


(Note: 


The author of the following article, as a member of the New York Bar, has had 
many years of practice in the preparation and probating of wills. 


Mr. Lovett has made an ex- 


haustive study of trust company publicity requirements in connection with a.treatise on the. sub- 


ject which he recently completed.) 


The present uncertainty and the demoraliza- 
tion which affects business in general as well 
as the individual must emphasize with peculiar 
force the advantages of “corporate” as com- 
pared with “individual” trusteeships. The 
state of the public mind, because of the Euro- 
pean war, is precisely such as to render trust 
company publicity of the right kind very effec- 
tive. The affairs of individuals aré just as 
much influenced, in one way or another, by 
this great conflict, with its concomitant of 
breakdown in credit and exchange relations, as 
are the large business units. Everybody now 


gives more careful thought to the proper safe- 
guarding of his own affairs, his investments, 
sources of income, care of property and also 
realizes the need of “setting his house in 


order.” In‘ other words this is just the time 
for effective publicity by trust companies 
which will educate the people as to the value 
of corporate trusteeships. The individual needs 
the service; the trust company can furnish it. 
The question is how best to bring the individ- 
ual and the trust company together. The in- 
dividual needs educational information along 
these lines and he is at this time peculiarly 
receptive to such strong arguments as trust 
companies are able to present. He needs first 
to know what he can and ought to do for 
himself in safeguarding his property or estate 
and in what ways a trust company can be of 
service in carrying out his plans. 

The trust company can and.should furnish 
this information. But experience has shown 
that it is not an easy matter to reach and in- 
terest the public in such matters by ordinary 
methods. One of the chief difficulties in the 
way of reaching and influencing prospective 
customers is the fact that in these days men— 
and women too for that matter—are busy. 
Busy either with business or with pleasure, or 
with both. For the most part they are busy 


with their own business or pleasure and care 
but little and read and study less about mat- 
ters in which they are not already interested. 
They are necessarily specialists. 

These propositions are susceptible of easy 
proof. The newspapers and magazines of the 
day are filled with good reading matter re- 
lating to all kinds of business and pleasure. 
If one is interested in religious subjects then 
he reads about religious matters; if in yacht- 
ing, baseball or golf then about yachting, base- 
ball or golf; if in politics then about matters 
political; if in merchandising or manufacturing 
then about mercantile or manufacturing affairs ; 
if in railroads then about railroads and rail- 
roading; and if in banking and trust company 
affairs then about banking and trust company 
matters. 

Now reverse the situation and ask yourself 
these questions: If you are not interested in 
religious subjects how much do you read 
about religious matters? If you are not inter- 
ested in yachting, baseball. or golf how much 
do you read about them? If you are not in- 
terested in political affairs how much do you 
read about political matters? If you are not 
interested in merchandising or manufacturing 
how much do you read about mercantile. or 
manufacturing affairs? If you are not inter- 
ested in railroad affairs how much do you read 
about railroads and railroading? And if you 
were not a banker or a trust company official 
how much would you read about banking or 
about the advantages of “Trust Company 
Service”?. The papers and magazines might be 
filled with good literature relating to all kinds 
of matters in which you are not interested, but 
how much of it would you read? 

These considerations and the self-evident 
answers to these questions account, to a very 
large extent, for the fact that most laymen 
know so little about wills and trusts—or in 
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other words about what they can and should 
do with their property in order properly to 
protect their families during their own lives 
or after their death. They account too for 
the fact that they know so little of the “Pow- 
ers and Functions of Trust Companies,” and 
so little of the almost invaluable services that 
a trust company can render for them in con- 
nection with such matters. 


Being busy with other matters in which they 
are already personally interested they will not 
even read about these questions until they are 
forced upon their attention personally, and as 
individuals. This being the case a trust com- 
pany must in some unusual and personal way 
attract the attention and command the interest 
of its prospective customers as individuals. It 
cannot be done en masse. One of the principal 
reasons why trust companies have not already 
had a much larger proportion of this kind of 
business is due to the fact that they have not 
as yet, and to the extent that they should, fur- 
nished the public—as individuals—with the edu- 
cational information that they should have 
furnished them with, and in the form in which 
it should have been presented. 


They have not widely and systematically, 
and as individual companies, undertaken to edu- 
cate the public as to the disadvantages and 
grave dangers of individual trusteeship or as 
to the advantages and safety of Trust Com- 
pany Service. 


“General advertising” that does not reach 
and favorably influence some individual, as 
such, cannot pay. 


While here and there one may read such ad- 
vertising matter the great majority do not read 
it at all because they are not interested. As to 
the latter the entire outlay for such advertising 
is of course wasted. 

On the other hand if an individual has his 
personal attention specially called to a particu- 
lar subject by his own banker—his trust com- 
pany—he cannot fail to give at least some con- 
sideration to that particular matter. This ap- 
plies with peculiar force to the subject of trust 
company service in connection with “Estate 
Matters”—administration, wills and trusts— 
and to matters relating to “Personal Trusts.” 

For these reasons the burden of educating 
the public—individuals—up to a point where 
they will be interested in trust company service 
and finally become customers of the company 
rests upon the individual officers of each par- 
ticular company. This burden cannot be 
shifted. Others will not do for another com- 
pany what that other company will not do for 
itself. If the officers of a company want the 
business of any particular individual or individ- 


TRUST COMPANIES 


uals for their own company they must as an 
individual company go after that business. 

In this connection the advertising company 
should not only point out to the individual the 
things that he can do, the things that he should 
do, and the things that he should not do, and 
then give adequate reasons for such advice, but 
it should also tell him how to accomplish the 
desired purposes. In these days men want and 
are entitled to have facts, reasons, arguments 
and precedents. Nothing less will accomplish 
the results desired. In order to get a cus- 
tomer’s attention and to hold his interest at 
all, these facts, reasons, arguments and prece- 
dents must be presented to him not only per- 
sonally, but in some new, novel, attractive and 
unusual way. 

Of course there can be nothing better or 
more effective than a personal interview with a 
prospective customer. But unless already in- 
terested in the subject he is not at all likely to 
seek such an interview. Besides, without some 
prior introduction or some reasonable excuse 
for doing so, it is not easy for the representa- 
tive of a trust company to broach the subject 
personally. 

It must therefore be evident that next to a 
personal interview there can be nothing more 
certain to reach the individual man, nothing 
more effective, nothing more likely. to lead to a 
personal interview, nothing more certain to re- 
sult in profitable business relations, than an 
attractively gotten up book containing all of 
necessary information—real facts, reasons, ar- 
guments and precedents—sent to the individual 
personally, and by name, with the compliments 
of his own banker, and if possible accompanied 
by a personal letter from the president of the 
company calling his special attention to the 
subjects treated of in the book 

In using such a book two things are to be 
advertised—“Trust Company Service” in gen- 
eral; and always, first, last and all the time, 
trust company service as performed by the 
advertiser's own company, and by the officers 
of that company, as much as if there were no 
other company in existence. Corn Flakes and 
Automobiles are advertised educationally as 
“Corn Flakes” and as “Automobiles”; but as 
a business proposition always and ever only 
the particular “brand” or “make” of the adver- 
tiser’s own company. So, too, should trust 
companies educate the public about the busi- 
ness in general and advertise their own com- 
fanies in particular. 

The services rendered by trust companies 
are- essentially the same all over the country 
so that the facts, reasons, and arguments re- 
lating to trust company service and to the 
advantages to be derived therefrom can well 
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be advertised in the form of some standard 
and well approved work on the general subject. 
In order to best accomplish these results the 
book used should have the appearance of. hav- 
ing been printed for and sent out by the adver- 
tiser’s own company. For this purpose it 
should be issued in the name of the company, 
contain a list of the special services rendered 
by it and the names of its officers and directors, 
and then have the name of the person to whom 
it is sent written on or in the book itself. 
These essentially personal features of the book 
will make the whole transaction appear to be a 
purely personal one, both as to the company 
issuing it, and as to the person receiving it. 
Aside from these personal features the work 
itself should be some well considered, concise, 
complete and standard work on the general 
subject. An encyclopedia, a history, or a stand- 
ard work on law, finance or banking is none 
the less valuable because complete within itself 
or because widely used. 
‘ Indeed the more complete and the more 
widely used the more valuable such a work 
becomes. When one is at all interested in a 
subject and wishes information on that sub- 
ject he does not care to look through many 
volumes to find it and is naturally disappointed 
if he cannot find it in a work purporting to 
treat-on the general subject. So it is with a 
person wishing information about estate, or 
trust matters or about the advantages of trust 
company service and the powers and functions 
of trust companies as related to those subjects. 
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He will naturally want complete but concise 
information and will want to find it in a single 
work on that particular subject. 

If the advantages of “Trust Company Serv- 
ice” are worth anything at all—if they are 
worth advertising at all—it is certainly worth 
while to advertise them in the most attractive, 
the most direct, the most personal and the most 
effective and business-producing manner pos- 
sible. 

Of course there are almost as many different 
ideas on advertising, and almost as many dif- 
ferent methods of advertising as there are ad- 
vertisers, and it is not intended to criticise any 
of them or to minimize their value in any 
way. Each may be good at the proper time, 
in its appropriate place, and for ‘its particular 
purpose. However it must be evident that 
whatever other kinds of advertising a com- 
pany may do, and in order that such other 
advertising may be the most effective and 
productive of the best results; that it should 
follow, be based upon, and be supplemental to 
this kind of preliminary. direct and personal 
educational work. 

The president of the Trust Company Section 
of the American Bankers’ Association made no 
mistake when he said in his annual report for 
1912: 

“Trust company advertising and publicity 
work is necessary in a business where so 
little is known and so much information 
is needed, and this branch of the work is 
now attracting much attention.” 
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Until the New York State banking laws 
were recently revised, in accordance with the 
recommendations of the Van Tuyl Com- 
mission, trust companies and State banks were 
prohibited from investing their funds in what 
are termed acceptances in the foreign markets. 
As soon as the Van Tuyl amendments were 
adopted and the buying and selling of accept- 
ances became legalized, they also became very 
popular and there has been good demand ever 
since. The first acceptances were sold on a 6 
per cent. basis, but such has been the demand 
for this form of investment that they have been 
taken at as low a rate as 3% per cent. Prior 
to the war in Europe, practically all of the ac- 
ceptance paper business was done through Lon- 
don, but the beginning of hostilities rendered 
it more advantageous to handle this business 
in New York. 

There are several classes of acceptance paper, 
the most common of which is the foreign ac- 
ceptance bill. The Federal Reserve Bank, in ac- 
cordance with the provisions of the Federal Re- 
serve Act, may purchase this class of acceptance 


paper in the open market. It cannot, however, 
buy domestic acceptances, except from member 
banks. 

The foreign acceptance bill is one drawn in 
connection with the import or export of prod- 
ucts to and from foreign countries. The 
demestic acceptance bill is one drawn in con- 
nection with the transaction of business be- 
tween interests at different given points in the 
United States. 

Another class of acceptance paper is what 
may be'termed finance paper acceptances. This 
class of paper is negotiated through the de- 
posit of stocks or bonds as collateral for the 
establishment of a credit for 60 or 90 days. As 
soon as this credit is established and the 
paper drawn and accepted by the institution 
through which it is negotiated, the bill may 
be sold in the market. There is also what is 
termed commodity acceptance paper, which is a 
credit established through the medium of giv- 
ing as security such commodities as grain, 
coffee, cotton, etc. In other words, the bank 
issuing the acceptance is simply taking a first 
claim on the commodities so designated. 
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Levi L. Rue 
PRESIDENT OF THE PHILADELPHIA NATIONAL BANK 


As Chairman of the Philadelphia Clearing House Committee, Mr. Levi L. 
Rue earned the grateful appreciation of his fellow bankers, not only in 
hastening the restoration of normal banking conditions, but also because 
of his able co-operation with the Federal authorities in connection with the 
various national emergency plans. Mr. Rue was unanimously elected by 
the directors of the Third District (Philadelphia) Federal Reserve Bank 
to represent that district on the Federal Advisory Council. 





TRUST COMPANIES 


OPEN ACCOUNT SYSTEM OF CREDIT AND ACCEP- 
TANCE OF COMMERCIAL PAPER UNDER 
FEDERAL RESERVE ACT 


J. H. TREGOE 
Secretary and Treasurer National Association of Credit Men 


The Federal Reserve Act for the first 
time in our history recognizes commercial 
paper as a national asset and as a proper 
and safe reserve for emergency currency. 
The unresponsiveness of bank reserves and 
currency under the National Banking Act 
was the chief point of attack in the polemics 
that attended the enactment of a new law, 
but underlying these unscientific features 
was the primary principle that our credit 
system had need to be redressed if Ameri- 
can commerce were to advance along safe 
and sound lines. 

The Federal Reserve Act has potential 
possibilities for good and evil, accordingly 
as its powers are administered and its chief 
design-adhered to—the relief of banks and 
business houses from that distress which 
attends the breaking down of credit in 
domestic and international commerce. 

The word “credit” is to many merely a 
relative term, but upon analysis it is a 
potent word and expresses the mechanism to 
effect the exchange of value for value, and 
the dominant type of transactions in our 
present day commerce. The Federal Re- 
serve Act is not designed to provide more 
credit, as we have demonstrated a remark- 
able ability to provide all the credit re- 
quired for the legitimate and safe conduct 
of our commercial transactions, but is in- 
tended to cultivate self-liquidating forms of 
credit, which preserve its fluidity and hat 
should save commerce from the distress and 
waste which follow any unusual rigidity in 
the credit system. Credit is not of itself a 
value, but merely representative value, and 
there should always be a dollar of real value 
for every dollar of credit. 

We have developed in our commercial 
transactions the open account system of 
credit, which is unique in the world’s com- 
merce, and whilst this system is in a meas- 
ure progressive and a response to the de- 
velopment of big business, it has also in- 
duced certain practices which tend to com- 


mercial failures. From a mercantile angle 
the most prominent of these unfavorable 
practices is the failure to observe economy 
in distribution by overtaxing the purchasing 
capacity of buyers through open account 
and long term inducements. 

In a proper consideration of the Federal 
Reserve Act and its operation there should 
be no discrimination between the large and 
the small merchant. We must grant to each 
proper consideration and lend every reason- 
able aid to his development. It frequently 
occurs in the treatment of mercantile and 
banking questions that too great a stress is 
laid upon big business. As a matter of 
fact, big business has dignified American 
commerce, but there is also a host of small 
manufacturers and merchants who are de- 
voting their best efforts to the dignity and 
progress of American commerce, and who 
should be the subject of equal concern and 
protection in all of our commercial and 
banking laws. 

The custom of single name paper has 
grown out of our open account credit sys- 
tem and the financing of large business en- 
terprises has been facilitated by this custom. 
We could not advise any revolutionary or 
drastic action that would interfere with the 
financing of the reasonable requirements of 
these large enterprises, and therefore, it is 
proper that single name paper should be 
recognized for the present at least as quali- 
fied for rediscount under Section 13 of the iaw. 

The smaller manufacturer or merchant 
has not usually an open market for his . 
paper. The financing of his requirements is 
confined to local banking institutions and 
often under peculiar stress, and when the 
limit imposed by the local banking institu- 
tion is reached, the merchant has to dispose 
of his accounts receivable at unreasonably 
large or disastrous discount rates. Open 
accounts are rigid; commercial bills are 
fluid. We should recognize that one of the 
greatest possibilities of the Federal Reserve 
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Act is the cultivation of commercial bills as 
a custom in our credit system, not continued 
as, at present, a striking exception. 

There is no reason why there should not 
be cultivated side by side with the open 
account, a system of Commercial bills coinci- 
dent with the delivery and receipt of mer- 
chandise. With the invoice and bill of lad- 
ing may be forwarded a bill or draft ma- 
turing at a period agreed upon in the sales 
terms and which commercial bill is a fluid 
asset and obviously qualified for rediscount 
under the powers granted to Federal Re- 
serve banks by the law. It may be thought 
by some that our discount system would 
militate against the cultivation of commer- 
cial bills, and which is undoubtedly a factor 
in considering this question, but there has 
grown recently a strong drift against dis- 
count terms owing to the unearned discount 
evil which has imposed an expense and in- 
convenience upon Credit Departments. There 
can be adaptation here as in other features 
of our credit system, for American people 
are naturally adaptable, and there should be 
no hesitation in undertaking any reform that 
will tend to the safety of our commerce, the 
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soundness of our credit system and the 
protection of business without discrimina- 
tion. 

Whilst hesitating to tender any definite 
recommendations to the Federal Reserve 
Board, yet we, in the best of conscience and 
from a keen interest, approve the adoption 
of a plan that will tend to the cultiva- 
tion of commercial bills as a customary fea- 
ture of our credit system, and this may be 
accomplished by limiting the extent of single 
name paper acceptable for rediscount upon 
graded bases for three successive years, and 
allowing to commercial bills a slightly lower 
rate of discount. Irrespective of what fur- 
ther action may be taken by the Federal Re- 
serve Board upon this important question, 
in its regulation of the powers granted to 
Federal Reserve banks, yet we may sin- 
cerely hope that the thoughtful business 
men may give heed to the opportunity of- 
fered by the law for the conversion of a 
portion at least of our rigid credits into 
fluid credits, and preserving commerce from 
that periodic stress which has written some 
of the darkest chapters in our industrial 
history. 


THE COTTON SITUATION AND THE $135,000,000 LOAN FUND 


Although exports of cotton for the four 
months including November, since the outbreak 
of the European war amounted to only 1,405,- 
049 bales as compared with 4,206,650 bales dur- 
ing the same period last year, it is gratifying 
to trace a steady gain in shipments. November 
shipments account for more than one-half the 
total exports since August Ist. The returns 
for the first two weeks in December exhibit a 
distinct acceleration in the movement of this 
staple. Considering the latest Government esti- 
mate of a total yield of 15,966,000 bales, exclu- 
sive of linters, the market prices have been 
fairly well maintained. 

The fact that a cotton loan fund of $135,000,- 
000 is available must have a stabilizing effect 
upon the market and the wisdom of the plan 
which was first suggested by Mr. Festus J. 
Wade of St. Louis, cannot be open to doubt. 
Credit is due for the liberal manner in which 
the banks and trust companies of New York 
City have responded to the call for $50,000,000 
subscriptions. Besides the $3,700,000 subscribed 
by J. P. Morgan & Co., forty-one banks and 
trust companies contribute various amounts. 
Among the larger subscribers in New York 


are the following: Bank of New York, N. B. 
A., $500,000; Bank of Manhattan Company, 
$500,000; Mechanics and Metals National Bank, 
$1,850,000; National City Bank, $5,000,000; Na- 
tional City Company, $2,400,000; Chemical Na- 
tional Bank, $500,000; American Exchange Na- 
tional Bank, $1,850,000; National Bank of Com- 
merce, $3,700,000; Chatham and Pheenix Na- 
tional Bank, $500,000; Hanover National Bank, 
$3,700,000; National Park Bank, $2,500,000; 
First National Bank, $2,500,000; Irving Na- 
tional Bank, $1,000,000; Chase National Bank, 
$3,700,000; Seaboard National Bank, $500,000; 
Liberty National Bank, $750,000; Coal and 
Iron National Bank, $100,000; Bankers’ Trust 
Company, $3,700,000; U. S. Mortgage & Trust 
Company, $500,000; Astor Trust Company, 
$500,000; Title Guarantee & Trust Company, 
$500,000; Guaranty Trust Company, $3,700,000; 
Lawyers Title Insurance & Trust Company, 
$50,000; Columbia Trust Company, $1,000,000; 
People’s Trust Company of Brooklyn, $100,000; 
J. P. Morgan & Company, $3,700,000; Central 
Trust Company, $1,200,000; Union Trust Com- 
pany, $500,000; Equitable Trust Company, 
$250,000. 
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REQUIREMENTS AS TO ACCEPTANCE OF CORPORATE 
TRUSTS AND BOND CERTIFICATION 


J. E. BANGS 
Trust Officer, Colonial Trust & Savings Bank, Chicago, III. 


In accepting corporate trusts and certifying 
bonds the trust companies exercise a potent 
influence in preventing mismanagement or 
avoiding other causes which lead to default. 
Trust companies cannot be expected, and are 
not obligated by the terms of their trust in- 
dentures, to stand guard over every corpora- 
tion which issues bonds. Nevertheless they 
employ every precaution and safeguard as a 
rule, before accepting trusteeships or under- 
taking to certify bond issues. Considering, 
however, the large volume of indebtedness 
today outstanding and on which bondholders 
receive no interest because the corporations 
are in default, it is obvious that trust com- 
panies cannot err upon the side of conserva- 
tism in accepting corporate trust obligations. 

In the following paragraphs I have indicated 
some of, the points which I think should be 
thoroughly investigated by the trust company, 
with data and information which I believe 
should be demanded from corporations and 
produced bf them before the trustee should 
accept trusteeships, and accompanied by a list 
of data and documents which should be fur- 
nished and placed on file with the trustee be- 
fore bonds or notes are certified. 

The information and data naturally divides 
into three divisions: 

I. PRELIMINARY INFORMATION 

Including detailed information relating to 
location, nature of business, financial standing 
of corporation and personnel of company. 

II. ORGANIZATION AND LEGAL STATUS 

Or definite legal information concerning 
organization and status of company. 

lI. SPECIAL DATA AND DOCUMENTS 

Relating to mortgage, bond issue, franchises, 
legal documents, etc., etc. 


I. PRELIMINARY INFORMATION 
Data under this head should be very full 
and complete. From it the trust officer can 
readily decide whether or not the proposed 
trust warrants further investigation, with a 
view to the acceptance of the trust by the 


trustee. If every trust company were a little 
more rigid in requiring full information under 
this head we should find fewer undesirable 
trusteeships, a smaller number of failures to 
record, and fewer foreclosure suits to institute. 
The investing public that buys securities de- 
pends very largely upon the trust company’s 
certification, as an evidence that the trustee’s 
investigation has been rigid and reliable. The 
trustee, therefore, is under a moral obligation 
to make its examination thorough and trust- 
worthy. ; 

The trust officer can render an invaluable 
service to his company, and to the investing 
public, by insisting upon full and satisfactory 
data under I, II and III. He is under par- 
ticular obligation to turn the searchlight upon 
evidence produced under I. and to see that 


no proposition of doubtful merit gets beyond 


this preliminary stage. To decide accurately 

and with reasonable rapidity upon this pre- 

liminary information requires keen and dis- 
criminating judgment, a knowledge of men 
and of conditions under which men _ work. 

If this can be supplemented by a general knowl- 

edge of conditions gained by travel, observa- 

tion and personal contact, so much the better. 

“Safety first” should be the’ watchword in 
all cases, and sound business judgment is re- 
quired in passing on this preliminary informa- 
tion. 

Desired Information under: 

(1) ‘Complete data as to location, nature of 
business and its environment. This data 
should include full information concern- 
ing natural resources of the surrounding 
country; transportation facilities; possible 
competition; nature and trend of popula- 
tion; history of enterprises; is. enterprise 
stable or speculative. 

(2), Personnel of promoters of proposition; 
list of officers and principals with their 
financial standing, and brief records accom- 
panied by letters from bankers or other 
responsible persons. 

*(3) Financial statements, resources and lia- 
bilities in detail. (See notes.) 





TRUST COMPANIES 


(a) Capitalization and disposition of stock. 

(b) Assets of company, including inventory 
of real, tangible and intangible property, 
cash, credits, etc., etc. 

(c) Liabilities of every kind and nature, 
including any underlying mortgages. 

(d) In case of holding companies, a con- 
solidated balance sheet dealing with as- 
sets and liabilities of subsidiary con- 
cerns should be furnished. 

(4) (a) Certified statements, or approved at- 
torney’s opinion showing that the company 
has a clear title to property proposed to be 
mortgaged: 

(b) Approved valuator’s estimate of value 
of company property, or affidavits of 
officers showing cash value of property 
owned by company. 

+(5) (a) Up-to-date statements of the busi- 
ness of’ the company showing in detail 
sources of income, gross income, operating 
expenses, net income, and fixed charges, 
interest, taxes, etc., covering a period of 
years. 

(b) A brief summary of past business in- 
cluding prospects for future business. 

In case the evidence and documents deposited 
under foregoing heads are insufficient or un- 
satisfactory, the trust officer need go no fur- 
ther in his investigation and can pass the 
proposition by. 

In case, however, the data produced shows 


that the proposition is desirable and worthy, 
then he should ask for the information under 
(II) or data relating to the organization and 
legal status of the company. 


II. ORGANIZATION AND LEGAL STATUS 


Desired Data: 

(1) Certified copies of 
(a) Articles of association; and 
(b) Constitution and by-laws of company. 

(2) (a) Certified copies of articles of incor- 

poration. 

(b) If there are any amendments to char- 
ter or changes in capital stock, then all 
amendments and minutes and documents 
reiating to any change should be sub- 
mitted. If no amendments certify such 
fact. 

(3) If the company is doing business in a 
State other than the one in which it holds 
original charter, a certificate should be 
furnished showing that the foreign cor- 
poration has been properly domesticated in 
the State in which it is doing business. 

(4) In case of holding companies, articles of 
association, constitution and by-laws of 
company, articles of incorporation, amend- 
ments, agreements, etc., giving in detail 


relation of holding companies to subsidiary 

concerns should be deposited. 

(5) (a) Certified abstract of minutes of stock- 
holders’ meeting showing election of pres- 
ent directors: 

(b) Certified abstract from minutes show- 
ing election of present officers by direc- 
tors. 

(c) Opinion of approved attorney that the 
company has legal incorporation and ex- 
istence and has full authority to do all 
things necessary to be done under its 
organization. 

In case the investigation of the legal organi- 
zation and powers of the company has been 
satisfactory, then the trustee is ready to take 
up under III. the matter of the bond issue, 
trust deed, etc., etc, and should require (in 
most cases) the following data and docu- 
ments: 


Ill. SPECIAL DATA AND DOCUMENTS 

Data Desired: 

(1) (a) A certified abstract of minutes show- 
ing proceedings of the board of directors 
(and in case where the law under which 
the company is incorporated so requires, 
the proceedings of the stockholders) by 
which the execution of the mortgage and 
the bonds are authorized. 

(b) Certified copies of any certificate of 
consents of stockholders or of their pro- 
ceedings in those jurisdictions where the 
law requires such to be filed. 

(2) (a) A “tentative” trust deed, or neces- 
sary data to be incorporated when trust 
deed is to be drawn. 

(3) Abstracts of title to company property, or 
opinion of approved attorney upon title. 
(4) Orders of approval of any Public Service 

Commission or any other body having 

jurisdiction over the bond issues of the 

mortgage company. 

(5) (a) If industrial or public utility prop- 
erty, there should be a report of a reliable 
engineer showing replacement value of the 
property ; 

(b) In any proposition there should be an 
approved valuator’s estimate upon value 
of property to be mortgaged and aff- 
davits tending to show cash value of 
property. 

(6) (a) In case any operation or income of 
the company is dependent upon any fran- 
chises, charters, leases, privileges or author- 
ity granted by village, city, county, district, 
commission or State, or other authority, 
then certified copies of all such necessary 
franchises, rights, privileges, charters, 
leases or authority, with copies of all neces- 
sary legal papers connected therewith 
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should be submitted and filed, also certifi- 
cates showing that all requirements of 
franchises, etc., have been met. 
(7) (a) In case of underlying mortgages, cer- 
tified copies of same and all necessary in- 
formation relating to them; and 
(b) To prior liens must be fully given. 
(8) Condensed statements should be on file 
showing in concise form necessary facts 
relating to collateral, certification and de- 
livery of bonds, retirement, sinking fund, 
insurance, releases, etc. 
(9) In case of collateral security, complete 
data concerning same, including all neces- 
sary legal papers relating to same must 
be on file. 
(10) Opinions of approved attorneys showing: 
(a) That the proceedings authorizing 
mortgage, bond issue, etc., were accord- 
ing to law; 

(b) That the mortgage, bonds and cou- 
pons are legal in form; and 

(c) When duly executed will be valid and 
binding obligations of the company. 

(d) Opinion that indenture need not be 
filed as a chattel mortgage or evidence 
that it has been filed as such. 

(11) (a) Certificate showing election, and con- 
taining specimen signatures of officers 
who will sign mortgage, bonds and cou- 
pons; 


(b) Certificate showing that signatures to 
mortgage and bonds are the handwrit- 
ing of proper officers and that seal af- 
fixed is the corporate seal of company. 

(12) (a) Complete “copy” for bonds and cou- 


pons should be furnished trustee and 
“proof” submitted for approval before 
bonds are finally printed. 

(b) Sample of bonds should be placed on 
file with trustee. : 

(13) (a) Resolution authorizing certification 
and delivery of bonds by trustee to cer- 
tain designated officers of company, tak- 
ing their receipts therefor. 

(b) Cértified statement of capital expendi- 
ture in regard to future expenditures. 
(c) Evidence as to payment of any mort- 

gage tax imposed by law. 

(14) Before bonds can be delivered certificate 
must be filed showing that mortgage has 
been duly filed for record and that it 
constitutes a first lien on property. 

Nortes.—See 1, 3. 

A general blank form of Balance Sheet 
might be furnished by the trust company to 
applicants to be filled out by them and filed 
with the trust company. 

Following we give a very brief. form which 
will give in summarized statement the prin- 
cipal facts desired. 


RESOURCES 

Cost of Properties 
Cost of Equipment 
Materials and Supplies on Hand 
Cash on Hand 
Bills Receivable 
Current Accounts 
Other Assets: 

Stocks and Bonds Owned 

Investments, Various Kinds...$ 
Deferred Debit Items 
Profit and Loss 


LIABILITIES 
Mortgage Obligations 
Preferred Stock 
Common Stock 
Bills Payable 
Current Liabilities 
Accounts Payable, Etc. ............... $ 
Interest Accrued 
Taxes Accrued 
Rentals Due 


See I, 5. 
tThe applicant should furnish a statement 
embracing at least the main points given below: 


INcomE ACCOUNT 


Last Previous 2 yrs. 3 yrs. 
fiscal yr. year previous previons 


Earnings: ; ff jar yy 
From Operation $ $ $ $ 
From Rentals, Leases, 

Etc. 
From Other Sources 
Total Earnings 
Expenses: 
Operating 
Rentals, Leases, Etc. 
Taxes 
Miscellaneous 
Total Expenses 
Net Earnings 
Other Income 
Total Income 

Deductions: 

Fixed Charges 

Bond Interest 

Other Interest 

Dividends 

Other Deductions 
Total Deductions 

Surplus for Year 
After all documents have been carefully in- 

spected by counsel and written approval given, 
if it is desired to save vault space, some of the 
less important documents could be returned to 
the company, although it is wise to retain all 
documents having a vital bearing upon the 
trust. 
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SELF HELP AMONG EMPLOYEES OF THE GUARANTY 
TRUST COMPANY OF NEW YORK 


HENRY R. WOHLERS 
Assistant to the President of the Guaranty Trust Company of New York 


I have a mind presages me such thrift, 

That I should questionless be fortunate. 
—Merchant of Venice, Act. 1, Scene 1. 
The Guaranty Club, whose activities are 
in the interest of the employees of the Guar- 
anty Trust Company of New York, con- 
ducts a Thrift Department as an important 
part of its organization. Its primary ob- 
‘ject is, of course, the encouragement of 
thrift, but at the same time other benefits 
are indirectly: derived through its operation 
along practical banking lines. The depart- 
ment is governed by by-laws, and its affairs 
are controlled by a Thrift Committee. It 
is the duty of the treasurer of the Club to 
re@ive deposits from members up to a cer- 
tain amount, and withdrawals are authorized 
upon thirty days’ notice. Interest on such 


deposits is credited semi-annually. 


The Thrift Committee, which invests the 
funds, consists of five members. Its chair- 
man is a member of the executive committee 
and the others, appointed by him, are those 
who have had valuable experience in various 
departments of the company, as for instance 
at present there is a representative from each 
of the following departments: 

Bond Department, to enable the committee 
to become informed as to the investment 
situation ; 

Loan Department, to influence the main- 
tenance of surpluses and reserves; 

Securities Department, to shoulder the re- 
sponsibility of holding in custody and safe- 
keeping the actual sécurities; 

Auditing Department, to act as a check 
for the correctness of statements and ac- 
aunts 

All of these representatives are thorough- 
ly capable men, and at the meetings of the 
committee each has the benefit of the other’s 
views. Hence, it can readily be seen that 
at the same time the committee’s make-up 
invites confidence, its members are given the 
opportunity of showing executive ability. 

In this connection it might be well to add 
that none of the good, old-fashioned adages 


are advertised to inculcate the habit of sav- 
ing by bank clerks. Such advice as “A 
penny saved is a penny earned” no longer 
seems to appeal to those who are located 
within banking environments. Constant con- 
tact with so much cash commodity, certifi- 
cated wealth, big figures, apparently dulls 
one’s estimation of the truly noble habit of 
saving little by little for the rainy day. 
Wealth must, perchance, come more easily; 
moreover, saving exhausts one’s patience. 
On the other hand, the habit is likely to 
prejudice one’s happiness in that spending 
is an art which the propensity of saving is 
apt to depreciate. Especially does this seem 
true after one has seen “Brewster’s Millions” 
and learns how difficult it is to dispose of a 
million a year. Therefore, has it been re- 
solved with good effect to let “Beau Brum- 
mel” don himself up as he pleases, even 
though Dolly does get the erroneous impres- 
sion that he is prosperity personified. 

However, a few highly satisfactory inter- 
est payments and the happy expressions 
of the beneficiaries or depositors all around 
him, convinced him that he is losing time 
and money. He awakes at last to the reali- 
zation of the fact that loyalty to his em- 
ployer begins with loyalty to himself. 

How much should he save? As much as 
he can put by. It is the system of saving, 
not the amount, that is encouraged. Thrift 
means care and prudence in the management 
of one’s resources. Endowment insurance, 
inheritance, and pensions at old age may be 
gratifying elixirs, but thrift now keeps alive 
the fountain of youth. And some day the 
answer of the Guaranty depositors as to 
that pertinent question, “Where did you get 
it?” will be found in the first verse of the 
Book of Deposits, reading: 

“The Lord helps him who helps himself.” 


Articles of incorporation have been filed 
for the South Shore Trust Company, to be 
located at Freeport, L. I., N. Y., with an 
authorized capital of $100,000. 
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THE TRANSFER DEPARTMENT OF A WELL EQUIPPED 
TRUST COMPANY 


SOME TIME, LABOR AND EXPENSE SAVING SUGGESTIONS 


A. W. JONES 
Boston Office, Library Bureau 


As the transfer department of a trust com- 
pany operates on a definite fixed charge for 
each operation it performs the margin of profit 
depends on keeping the operating cost down to 
a low figure. Naturally, as the charge is prac- 
tically standardized, the lower the cost of 
operation the larger the profit. 

The usual method of operation is to 
record the daily transactions on a blot- 
ter or journal sheet, a .duplicate of 
which is sent to the company whose 
stock is transferred. From this a post- 
ing is made to the ledger, which is 
ordinarily a loose leaf sheet about 8 in. 
x 10%in., filed in a binder. At this 
point a saving can be made by using a 
card record in place of a loose leaf 
sheet. The card has three big advan- 
tages, a saving in space, time and ex- 
pense, all of which tend to reduce the 
cost of operation. 

Space.—In place of a sheet 8in. x 
10% in. a card 8x5 is used. The binder 
in which these sheets are filed requires 
a space of about Io0in. x 24in. when 
opened for posting, whereas the card 
requires only its own size, viz: 8x5. 
Each binder will hold approximately 
- 350 sheets, making three books to 1,000 
accounts, while 1,000 cards can be filed 
in a tray 12 in. long. In a Transfer 
Dept. handling a large number of ac- 
‘counts this saving of space is a big 
item in itself. 

Time.—The saving of time in han- 
dling cards over loose leaf is self- 
evident. In the card ledger one person 
can handle 20,000 cards without moving 
from the posting position. The same 
number of accounts in loose leaf form 
would require 60 binders, which under 
no circumstances could be placed acces- 
sible for one person to handle without 
considerable moving back and forth. 
As the posting of stock transfers re- 
quires jumping from one part of the 


alphabet to another, the big saving in having 
a large number of aecounts within reach is 
readily seen. Some of the larger companies 
have gone to the point of having one clerk 
pull out the cards from the trays so that the 
cards are handed to the posting clerks in the 
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order in which the names appear on the 
journal sheet. 


Expense.—The cost of the cards and card 
trays against the cost of sheets, binders. and 
possibly trucks to hold them is all in favor 
of the cards. Although this item is usually 
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charged back to the companies whose stock is 
transferred, yet it -is an additional argument 
in soliciting accounts. This cost is still fur- 
ther lessened in the case of Transfer Depts. 
who pay the dividend as well as transfer the 
stock. The card may be drawn to include the 
address, dividend instructions and dividend 
record as well as the ledger record, making 
this one card take the place of the mailing 
list, the dividend record and the ledger record. 
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If this is done the cost is about one-half the 
old method. 

Every bank uses cards in some department, 
but there is no better opportunity for actual 
saving of dollars and cents by their use than 
in the Transfer Dept. 


Suggested Standard Provisions for 
Trust Companies 

In order to encourage greater uni- 
formity in trust company laws the 
Trust Company Section appointed a 
special committee several years ago to 
recommend standard provisions which 
will serve as a basis for further legis- 
lation in 4 number of States where the 
subject of revision may come up. The 
substance of this committee’s report 
was given in the statement read by Mr, 
Oliver C. Fuller, president of the Wis- 
consin Trust Company of Milwaukee at 
the last annual meeting of the Trust 
Company Section and which was pub- 
lished in the October issue of Trust 
Companies. The final touches have 
been given the report of the committee 
and it has been published for distribu- 
tion among members. The special com- 
mittee, consists of the following: 

F. H. Goff, president Cleveland Trust 
Company, Cleveland, Ohio; Ralph W. 
Cutler, president Hartford Trust Com- 
pany, Hartford, Conn.; Oliver C. Fuller, 
president Wisconsin Trust Company, 
Milwaukee, Wis.; John W. Platten, 
president United States Mortgage and 
Trust Company, New York; Uzal H. 
McCarter, president Fidelity Trust 
Company, Newark, N. J. 


DUTIES OF TRUSTEES 

The Prerogative Court of New Jersey 
decidedly recently that trustees were em- 
powered to make all necessary repairs to 
property, and that in making such re- 
pairs, where no fraud appears a pre- 
sumption of fairness of value arises in 
favor of the trustees who have paid for 
such repairs. 

The court also decided that trustees were 
entitled to an allowance for fees of counsel in 
necessary litigation, but they were not entitled 
to charge fees of counsel who assisted in pre- 
paring accounts. It was the duty of the trus- 
tees to prepare their own accounts. 


The sixty-fifth consecutive dividend, amount- 
ing to 2 per cent., quarterly, payable January 
2d, has been declared by the Lawyers’ Title 
Insurance & Trust Company of New York. 
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NECESSITY OF STANDARDIZING AND BROADENING 
STATE BANKING AND TRUST COMPANY LAWS 


MR. BRECKINRIDGE JONES OUTLINES THE SCOPE OF PROSPECTIVE 
REVISION IN MISSOURI 


Missouri State banks and trust companies are 
to be placed on a parity with National banks 
under the Federal Reserve system, and their 
prescribed powers will be in line with modern 
requirements if the efforts of a special commis- 
sion, headed by Mr. Breckinridge Jones, presi- 
dent of the Mississippi Valley Trust Company, 
are successful. This commission was appointed 
at the last annual meeting of the Missouri 
Bankers’ Association, and Mr. Jones was ap- 
pointed chairman. That the sentiment among 


bankers and trust company officials in this State 
is heartily in accord with such revision was 
clearly demonstrated at a series of group meet- 
ings, at which Mr. Jones explained the purpose 
and scope of the work in hand. He explained 
that the recommendations to the legislature, 
which meets next January, would be from the 


standpoint of changes rendered necessary by 
the Federal Reserve Act and other legislation 
which would improve and standardize banking 
and trust company practice. 

Missouri follows the excellent lead of New 
York in the' movement to broaden the useful- 
ness and scope of operations of State banks and 
trust companies. The success which New York 
institutions have already achieved under the 
Van Tuyl revision in connection with the con- 
duct of bank acceptances, based on both foreign 
and domestic bills, shows how desirable it is 
to bring our laws up to date. Furthermore, 
there is a strong sentiment here in favor of 
co-operating with the Government authorities 
in bringing the State banks and trust companies 
into the Federal Reserve system as members of 
the St. Louis district bank. Several legislative 
obstacles will have to be removed before they 
can secure the benefits of such co-operation. It 
is also necessary to weed out certain practices 
such as the creation of chains of banks through 
stock control, the organization of banks with 
insufficient capital, readjustment of reserves, 


restrictions as to loans to bank officers or di-° 


rectors, etc. There is likewise a distinct 
demand for the creation of land banks similar 
to those provided for under the New York 
law. 


At a meeting of Group V of the Missouri 


Bankers’ Association in St. Louis, Mr. Jones 
outlined the scope of the commission’s work as 
follows: 

A revision in Missouri becomes necessary to 
adjust the situation of the State banks to the 
Federal Reserve system. 

Under the Missouri law a bank cannot hold 
stock in another corporation. This must be 
amended, so as to permit the State banks and 
trust companies to hold stock in the Federal 
Reserve bank and to use the Federal Reserve 
bank for its reserve. 

The Federal Reserve Act changed the amount 
of reserves that had to be carried by National 
banks. To keep step with that move there 
must: be a revision of the law in Missouri as to 
reserves. 

The Federal Reserve Act gives to National 
banks the right to accept paper payable at'a 
future date, when growing out of foreign 
commerce. A bill has:been introduced in Con- 
gress, to enlarge this power, so as to include 
domestic as well as foreign commerce. The 
Federal Reserve Act can give no additional 
power to a State bank. The State bank must 
have its powers come from its creator, the 
State. Therefore, Missouri should give to its 
State banks and trust companies the right to 
accept paper, so as to put the State institutions 


.on a par in that regard with National banks. 


The tendency will be to produce a distinct 
change in the methods of business on the pact 
of National banks, and so powers similar to 
these of the National banks in the matter of 
acceptance should be given to State banks. 

A State bank now has no express power to 
rent safe deposit boxes or to receive bonds. 
stocks or other property for safekeeping. The 
law should recognize this and give such express 
power to the banks. 

Under the law as it now is in Missouri, a 
bank with only $10,000 capital, and that half 
paid at the time of organization, can be organ- 
ized in any city up to 150,000 in population. 
The required capital of a bank should he fixed 
in some reasonable proportion to the population 
of its home city. 

The general proposition is urged that the law 
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of Missouri should be such that no bad bank 
should start and no bank should be allowed to 
get into a dangerous condition. There are cer- 
tain standards of good banking and these 
standards should be put into the law, making 
a body of banking law not slavishly following 
the Federal banking law, or the banking law 
of any ether State, but suited to Missouri and 
to present and future conditions in Missouri. 

Such questions as the following are to be 
considered : 

A more wholesome restriction as to loans 
made to officers and directors of State banks 
and trust companies. Directors should be un- 
der oath, the same as in National banks. 

That one financial institution should not own 
or have as collateral more than 10 or I5 per 
cent. of the stock of another financial institu- 
tion. Do away with this idea of a chain of 
banks, interdependent upon each other. 

Prohibit commissions being paid for secur- 
ing subscriptions to bank stock, so as to shut 
out the promoter who organizes weak banks, 
puts them in weak hands and then goes to an- 
other community to_repeat the operation. 

Require publication of the names and capital 
of all proposed banks, so that the public and 
the Bank Examiner may: have an opportunity 
to look into the character of tne people con- 
nected with it. 

Require that the records of a bank should be 
kept for a certain given time, say five or six 
years, so that if there has been fraud the evi- 
dence of it would not be destroyed. 

Make a definite provision as to the handling 
of deposits of minors and of deposits made on 
joint account of two individuals. 

Simplify the proceedings where deposits are 
claimed by two individuals. 

As trust companies in the main are receiving 
deposits like banks, make the same provisions 
as to reserve and restrictions on loans that 
apply to the banks apply to the trust companies. 

Prohibit the trust company that receives de- 
posits from making the ‘ordinary fidelity bonds, 
such as those of cashiers, public officials. and 
the like. 

Put the deposits of securities now made by 
all trust companies with the Superintendent of 


Insurance Department, in the hands of the. 


Bank Commissioner. 

In so magnificent an agricultural State as 
Missouri, we should have the most modern 
laws relating to rural credits or providing for 
land banks. 

The above arc given as mere suggestions for 
questions to be considered. 
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The Banking Commission of the Missouri 
Bankers’ Association is composed of seven 
bankers. The Governor of the State will be 
asked to add to this commission nine men who 
are not bankers, men of the highest type, repre- 
senting different classes of business and dif- 
ferent interests in the State, so that the public 
will know that the proposed legislation is not 
in the interests of the bankers as a class, but 
for the general welfare of the State. 





ee a ee a ee a a 


—-—oo =«—«§ *4# 755 2 = as 


Fi | 









ouri 
oven 
| be 
who 
pre- 
dif- 
ublic 

not 

but 












‘confront us. 


(Epitor’s Norte: 


TRUST COMPANIE, 


SOME IMPRESSIONS GATHERED DURING A RECENT 
VISIT TO THE EUROPEAN WAR ZONE 


THE QUESTION OF ARMAMENTS AND OUR OWN ‘‘ PREPAREDNESS 
FOR WAR” 


HARVEY D. GIBSON 
Vice-President Liberty National Bank of New York City 


The author of the following article was one of the representatives of the 





American bankers in connection with the shipment of a large amount of gold on the U. S. 
Cruiser “Tennessee” for the relief of American travelers and refugees who were stranded in 


Europe when war broke out and mobilization was in progress 


Mr. Gibson was the representa- 


tive of the Bankers’ Trust Company, which company was the Fiscal Agent of the “American 
Bankers’ Pool,” amounting to something over $3,000,000. The gold was taken to Europe on the 


United States cruiser. 
Berlin, Germany. 


He was in London during those early days of trial and also visited 
The ‘striking contrast which Mr. Gibson presents, in regard to the huge armies 


battling in Europe and the condition of our own defenses, afford interesting reading in view of 
the agitation over “our military preparedness:” An interesting description of Mr. Gibson’s trip 
also appeared in “The Pyramid,” published monthly for the employees of the Bankers’ Trust 


Company.) 


When one is requested to give an account 
of that which most impressed him on such a 
wonderful trip as going to Europe in war times 
on a United States battle cruiser, with millions 
of gold aboard for the relief of stranded 
Americans, the process of elimination is very 
dificult. There were, however, in our party 
about thirty army officers, and about the same 
number of naval officers. We played together 
as it were intermittently for nearly two months. 
The greatest war the world has ever known was 
in progress and war talk was generally speaking 
the one topic of conversation and always the 
military condition of the United States became 
a part of the discussion. This “unpreparedness” 
of ours, of all the things I observed—or heard 
of—while on the trip impressed me most, and 
in order to explain why, a general idea of the 
salient points brought out from time to time 
in the various discussions of the matter, follow: 

When one considers what should be the true 
military policy of the United States, he may 
well accept as inevitable the conviction of our 
people that we should not be burdened with a 
great standing army, but should be reasonably 
prepared for such military exigencies as may 
The first question that arises is 


what are the military dangers confronting us, 
and second, what preparation should be made 
for them. 

We have had a war about every thirty years 
of our history and within the last twenty years 
we have engaged in three military enterprises 


on foreign soil—in Cuba, the Philippines and 
China. The mechanical arts and sciences of 
invention as applied to transportation has 
caused us no longer to be free from the possi- 
bility, and even probability under certain cir- 
cumstances, of invasion. It is well known that 
at all normal times in German ports for in- 
stance enough shipping is assembled to put 
150,000 troops on the ocean in twenty-four 
hours and that if protected by a strong navy 
these. troops could be transported to the 
United States in a fortnight. This is due to 
the fact that always a great enough proportion 
of German shipping is in home ports to carry 
this number of troops. And in a very short 
time additional shipping could be assembled to 
carry upward of half a million men. 

Everyone desires peace, but there is no as- 
surance that we can avoid war in the future 
any more than we have avoided it in the past. 
It is right that we should. both work for peace 
and prepare for war at the same time. The 
propaganda of religion is directed against 
crime and the evil that is in the heart of man, 
but this does not recommend the abolition of 
the police force. So with regard to the military, 
we should work for peace but we should pre- 
pare our military forces for war until the 
peace propaganda has made war impossible. 

Now the military condition of the United 
States is perfectly pitiable. We have no army. 
We have a fairly well equipped national police 
force. Not only have we no army, but we 
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have not the material to put into the hands of 
a citizen army that would have to be impro- 
vised after the commencement of war. 

To analyze this statement a little: We speak 
. of having an army of 85,000 men. This is 
true, but of what does this army consist and 
where placed. The army is divided up into 
the military army and the coast artillery. 
Seventeen thousand of these 85,000 troops are 
coast artillery troops, permanently stationed in 
sea coast divisions and not able to be used 
for moving away from their forts against the 
enemy. That leaves, therefore, 68,000 mobile 
fighting troops. Now where are these 68,000 
troops? Several thousands are in the Philip- 
pines, several thousand more in Hawaii, and a 
small garrison is in Panama, with a batallion 
of infantry in Alaska. What is left—namely 
30,283 soldiers constitutes the mobile army in 
Continental United States available for war. 
That is that, if the United States were in- 
vaded we would have ready an army of 30,000 
men-—a body of men only about twice the size 
of the: police force of New York City, to 
withstand the invasion. And even this is not 
true at the present time, because we have left 
out the 15,000 troops on the Mexican border, 
which could not be detached from their present 
service without great danger, and nearly 2,000 
troops engaged in Federal police work in the 
strike region of Colorado, so that unless the 
strikers and corporations would for the time 
being desist from their altercations, this army 
of the United States would be reduced to 
13,000 men. 

We laymen are prone to confuse the military 
resources with the military power of the 
United States. It does not matter what our 
resources are if they cannot be brought to bear 
at a critical time on a critical point. At 
Bladensburg, where 6,000 militia men ran from 
two-thirds their number of British troops in 
in the war of 1812, the military power of the 
United States, no matter what its military re- 
sources were, was represented in that 6,000 
fleeing militia men. And it may be of interest 
to learn that, in our much vaunted war with 
England in 1812, we brought out against her 
first, last and all the time, 550,000 soldiers and 
the most she had on this Continent at any 
one time was 20,000 soldiers, and yet we didn’t 
win a land victory. 

Now a soldier cannot be improvised any 
more than a bank clerk can. One cannot learn 
to shoot a rifle by intuition, and yet the grear 
American people expect raw recruits of un- 
trained citizens to ve organized in case of 
need to withstand highly trained battalions. 
It cannot be done, any more than an untrained 
man can compete with a trained man in sport, 
the professions, or in business. 


‘our much vaunted coast divisions. 
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Now these statements clearly enough show 
the deficiencies in personnel. For instance, the 
Panama Canal ought to be garrisoned with 
30,000 men. There ought to be 100 eighteen 
inch guns on each opening of the canal, instead 
of the 25 guns they have at each end, in order 
to protect it from the sort of assault it would 
be subjected to in time of war. The Panama 
Canal is the strategical heart of America, and 
in coming centuries, probably also will be the 
strategical heart of the world. 

As shocking as are the deficiencies in the 
numbers of our army, the lack of army sup- 
plies is even more shocking. No matter what 
one believes about the lack of the need of a 
great standing army we cannot fail to recog- 
nize that there ought to be on hand at all 
times enough supplies to furnish an army in 
case it had to be improvised. There ought to 
be at all times in the United States enough 
material to supply in every respect an army 
of half a million men. And there ought to 
be enough of that class of material which can- 
not be improvised to supply an army of 
1,000,000 men. Now what are the facts? Either 
actually in being or in process of manufacture 
there are, I understand, 900 field guns—mostly 
of small calibre, 3 inch and a few 6 inch. 
To equip an army of a half a million. men 
with the same percentage of artillery that the 
Germans and other nations use we would 
need at least 2,500 field guns, and probably 
more. In the light of the experience of this 
war, with its tremendous use of artillery, the 
percentage’ of artillery to the rest of the army 
will be increased. But where can we get these 
2,500 guns—or I should say, 5,000?—because any 
first-class war would require the calling out of 
a million men. In the little war with Spain 
we had to call out over a quarter of a million 
men. Now, if all the facilities, public and 
private, in* the United States were working 
day and night, it would take two years to 
manufacture this artillery, and any modern 
war would be over before our troops could 
even be equipped with the necessary artillery. 
The same thing applies to artillery ammunition. 
There isn’t enough artillery ammunition in the 
United States of America at the present time 
to fight a single day’s battle on the scale they 
are being fought in Europe now. We have no 


_ big field guns, or very few of them, the largest 


being 4.7 and 6-inch field pieces. What could 
we do against the big guns that Germany 3 
now bringing against her enemies? The 8-inch 
guns that Sir John French in his public re 
port says destroys his infantry at 10,000 yards, 
or 6% miles? The same deficiencies exist i 
We have 


sat passively by and permitted the size and 
range and power of the guns in our sea coast 
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divisions to be much exceeded by the guns 
carried by the navies of the world which would 
be brought against these forts. The largest 
guns on modern battleships exceed the range 
of our best sea coast division guns, except the 
solitary 16 inch gun we possess that is to be 
brought to the Pacific side of the Panama 
Canal, by anywhere from three to six thousand 
yards. A battleship fleet of 16 modern battle- 
ships could throw 236 fourteen inch shells a 
minute against either side of the Panama 
Canal, and the land forces there could not 
return more than a quarter of this weight 
of metal and would be outranged by the navy 
guns. 

And so it is with nearly every other class 
of material necessary for supplying the army. 
The only bright spot is that we have about 
780,000 rifles and 180,000,000 rounds of small 
ammunition. But what good will it do us to 
have this if we have to pvt our army unsup- 
plied with field artillery, and absolutely lack- 
ing in big field guns, up against the artillery 
equipment of modern armies. The result 
would be that we would hurl our untrained 
men against the mechanical destroyers of the 
enemy, and cause our soldiers to be. festroyed 
in immense numbers before they could ever 
get to a place where they would be a danger 
to their enemy and to where their personal 
valor could be brought into play. 

Now destructive criticism never gets one 
anywhere. What should be done. First—The 


‘Government should be compelled, if necessary, 


to supply the deficiencies in material. Appro- 
priations should be made immediately to sup- 
ply the field artillery and other needs that 
cannot be improvised. Steps should be taken 
to bring up the numbers of our trained sol- 
diers to a respectable size. We should not try 
to have five or six million trained men as 
Russia, Germany and France endeavors to do. 
But, if we had one-fifth as many trained men 
as any of the great foreign military powers it 
would probably suffice, and if it did not suffice, 
would be infinitely better than it now is. Our 
navy should be at least as big as any, except 
Great Britain’s, and it is open to argument 
whether it should not be as large as Great 
Britain’s. 

Responsibility in these matters is one that 
should weigh heavily, not only upon the ac- 
credited representatives of the American peo- 
ple, but upon the American people themselves. 
We all desire peace, but we should not be mis- 
led by the illusion that, because preparation for 
war does not prevent war, therefore we should 
be unprepared. It cannot be argued that a 
footpad will not attack an unarmed man. 
Virtue is not sufficient protection against a 
burglar. And the purity of our national ideals 
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will no more protect us from the aggression 
of some expanding and ambitious foreign 
power, than the purity of the teachings of 
Buddha and Confucius would protect China 
from the constant humiliations of the last half 
century. The Chinaman lacks none of the 
qualifications which go to make up a wonder- 
ful soldier. His submission to a misguided 
philosopher caused him to be subjected to 
humiliation which cannot be predicated upon 
any physical, mental or moral deficiencies, be- 
cause, potentially, the Chinaman is one of the 
most efficient men in the world. And America 
is just as liable to the same sort of fate as 
China, if we are to believe that universal peace 
can be brought about by putting our ‘rich and 
tempting country in a position to be success- 
ully assailed, either indirectly through assaults 
upon the Monroe Doctrine in South America, 
or against our foreign possessions, or even 
directly by an invasion of our own shores after 
some possible mishap to our navy, 





The Bankers’ Trust Company of New York 
has published, in pamphlet form, a.number of 
important texts of the war tax law, otherwise 
entitled, “An Act to Increase the Internal 
Revenue, and for Other Purposes.” A copy 
of the pamphlet may be obtained by applying 
at the offices of the company at 16 Wall Street, 
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ADVERTISING EXCHANGE DIRECTORY FOR TRUST 
COMPANIES 


In order to stimulate an exchange of 
advertising literature among trust com- 
panies and savings banks Trust Com- 
PANIES Magazine has inaugurated a so- 
called “Exchange Directory.” The fol- 
lowing trust companies have expressed 
willingness to exchange advertising litera- 
ture, including booklets, folders, state- 
ment cards, etc. Trust companies and 
savings banks desiring to be included in 
the list should apply to “Advertising Ex- 
change Department,” Trust Companies 
Magazine. 


ttle Bock.—Southern Trust’ Com J. 
Cc. Conway, Secretary. — 


CALIFORNIA 
%os Angeles—German American Trust & 
Savings Bank. H. J. 


Lane, Manager New 
Business Department. 
es.—Security Trust & Savings 
a J. F. Donnellan, Publicity Man- 
ager. 


DELAWARE 


—The uitable Guarantee & 
Trust Comer, chard Reese, Vice- 
President and Treasurer. 


ecurity Trust & Safe De 4 
Company. John 8. Rossell, Vice-Preside: 


—Chicago Savings Bank & Trust 
Company. F. O. Birney, Assistant Secre- 


tary. 
INDIANA 


lis.—Fletcher Savings 
Pp. 


Indianapo! & Trust 
Company. H. B. Thar 


KENTUCKY 


Louisville.— of ae, & Columbia 
Company. Wi 
urer. 


Trust 
nston, Assistant Treas- 


LOUISIANA 


Mew Orleans.—Interstate Trust & Banking 
Company. Henry M. Young, Secretary. 


MARYLAND 
Baltimore.——The Continental Trust Company. 

M. H. Grape, Vice-President. 
Baltimore.— land Trust Company. 
Richard H. Thompson, Vice-President. 


MASSACHUSETTS 
—Commonwealth Trust Company. J. 
Freeman Marsten, Advertising Manager. 
—The New England Trust Company. 
Arthur Adams, et 
1d Colon: rust Company, R. Reed 
Copp, Assistant avertisin anager. 
Boston Bre De & Trust Com- 
pany. George E. oh, Treasurer. 


Detroit.—Union Trust Company, S. D. Hub- 
bell, Advertising Manager. 


MISSOURI 
St. Louis.—Mercantile Trust Compeay. John 
Ring, Jr., Manager Publicity and Purchas- 
Phas, Bo epartment. 
uis.—Mississippi Valley Trust Com- 
ePublictty.. A Prather Knapp, Manager of 
cit 


Louis.—St. Louis Union Trust Company. 

~~ W. Moser, Assistant Secretary. 
Kansas City ormmerce Trust Company. F. 
M. Staker, Advertising Manager. 


NEW JERSEY 


Wewark.—Fidelity Trust Company. Frank 
T. Allen, Publicity Manager. 


NEW YORE 

Mew York.—Bankers’ Trust Company. E. B. 

ma. Manager Advertising Department. 
York.—Empire Trust Company. Eugene 
walle, Assistant Secretary. 

The Equitable Trust Company. 
‘Richard R. Hunter, Secretary. 

ew Yor uaranty Trust Company. F. W. 
‘Elsworth, Publicity Manager. 

New York.— United tes Mortgage & Trust 
Company. Henry L. Servoss, Assistant 
Treasurer. 

Mew York.—American Bankers’ Association, 
6 Nassau Street. Librar BD. 


Buffalo.—Bankers’ Trust 
Folwell, Treasurer. . 
Utica Trust & Deposit Company. 
Graham Coventry, Secretary. 
NORTH CAROLINA 


m-Salem.—Wachovia Bank & Trust 
Company. C. L. Glenn, Publicity Manager. 


OxIO 
ti.—The Unies Savings Bank & Trust 
Company. pies ® tark, Trust Officer. 
eveland.—T Cleveland Trust Company. 
% = “Swarts, Manager Advertising De- 


cibveland.-The ae Savings & Trust 
Company. F. D. Conner, Advertising Man- 
ager. 


ympany. 


PENNSYLVANIA 
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Legal Discussion and Decisions 


RELATING PARTICULARLY TO TRUST COMPANIES 


Edited by FRANK C. McKINNEY of the New York Bar 


[LecaL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED AND 
DISCUSSED IN THIS DEPARTMENT. CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A LEGAL NATURE, 
ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COMPANIES. 
ARE CORDIALLY INVITED TO AVAIL THEMSELVES OF THESE FACILITIES. } 


RIGHT TO REVOKE TRUSTS IN PERSONAL 
PROPERTY 

The recent case of Goodwin vs. Broadway 
Trust Company (87 Misc. 130), decided by the 
New York Supreme Court, calls attention again 
to the question of revoking a trust in personal 
property. ; 

The plaintiff executed a deed of trust to the 
Flatbush Trust Company, now merged into the 
Broadway Trust Company, by which the com- 
pany was authorized to hold the property “in 
trust to invest and keep invested the same, with 
power to call in and change the investments 
thereof from time to time and to collect and 
receive the income thereof, and after paying 
thereout all lawful expenses and charges, to 
apply the net income from the said trust estate 
arising to the use of the party of the first part 
during the natural life, but not by way of antici- 
pation; and, upon death of the said party of the 
first part, to convey transfer, deliver and pay 
over the capital of such trust estate, as it shall 
then exist, with all gains and increase of capital 
thereof, if any, as the said party of the first 
part shall by her will direct and appoint; or, 
in default of such direction or appointment, or 
in so far as such direction or appointment may 
not extend to be effectual, to such person or 
persons as, by and according to the laws of 
the State of New York then existing, would 
be entitled to the same as next of kin and 
husband of said party of the first part, or as 
next of kin, if no husband survive, if the same 
were all personal estate and the said party 
of the first part should die a resident of the 
State of New York, possessed thereof in her 
own right, intestate.” 

The plaintiff became ill and desired to use a 
part of the trust fund, but the defendant trust 
company doubted its right to pay over any part 
of the fund, although wishing to do so. The 
court decided the case upon the pleadings and 
ruled that the trust was such as might be re- 
voked under the law of New York. 


SUBSCRIBERS 


In 1909, section 23 of the Personal Property 
Law was passed, giving persons the right to 
revoke a trust in personal property or any part 
thereof heretofore or hereafter created, pro- 
vided the creator of the trust obtained the 
written consent of all persons beneficially in- 
terested in the trust. The courts have con- 
strued this law liberally. The retroactive fea- 
ture of it has been held to be constitutional in 
Metcalfe vs. Union Trust Company (181 N. Y. 
39), and Hoskin vs. Long Island Loan and 
Trust Company (139 App. Div. 258). In 
Whitiemore vs. Equitable Trust Company (162 
App. Div. 607), the trustee was to distribute the 
trust fund, upon the death of the creator of 
the trust, among her next of kin. The trust 
was declared revocable because living persons 
have no next of kin and a possible interest as 
an heir or one of the next of kin of a living 
person is not descendible, devisable or assign- 
able. In such a case, therefore, no one has a 
beneficial interest in the trust and it may be 
revoked. ; 

Applying the same reasoning to the provisions 
of the trust above quoted, the court decided 
that the creator of the trust had a right to 
revoke part or all of it, and that the trust com- 
pany might pay over any funds necessary to 
keep the plaintiff in comfort. 


JOINT BANK ACCOUNTS—WHAT CONSTITUTES 
JOINT TENANCY AND SURVIVORSHIP 
Section 144 of the New York Banking Law 
provides, among other thmgs, that when a de- 
posit is made in the names of the. depositor 
and another person, and in form to be paid to 
either, or the survivor of them, the parties have 
a joint tenancy in such deposit, and it may be 
paid to either during the life time of both, or 
to the survivor after the death of one of them. 
In the recent case of Corcoran vs. Hotaling 
(164 A. D. 75), it was decided that the statute 
did not intend to provide the exclusive word- 
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ing by which such a joint account can be cre- 
ated. 

In this case, two accounts were opened with 
the Emigrant Industrial Savings Bank, one in 
the name of “Joseph R. Corcoran or wife, 
Jennie M.”, and the other in the name of 
“Jennie M. Corcoran or husband, Joseph R.” 
Some of the heirs contended that the omission 
of the words, “or the survivor of them,” con- 
clusively showed that the parties were not 
joint tenants. But the evidence showed that 
Corcoran had written the bank for instructions 
as to opening a joint account and had been in- 
formed that if the account were opened in this 
way, the right of survivorship would exist.. It 


Under Sufervision of Federal Government ; 


AMERICAN SECURITY 
& TRUST CO. 

= —WASHINGTON, D. C= 

Capital & Surplus, $5,000,000 

$14,000,000 


Interest Paid on Checking Accounts 


Assets, Over - 


was decided that the account was joint, because, << eee 


the parties clearly intended that it should be 
joint, and that the wording of.section 144 of 
the Bank Law was not intended as a limita- 
tion or restriction on the manner of creating 
joint accounts. 

There has been some doubt as to the right 
of the State to essess a transfer tax as against 
joint accounts of the kind above mentioned, 
but it now appears that the tax will be as- 
sessed. In the November issue we referred to 
a decision of the Appellate Division in which 
the right to levy a tax‘on jeint accounts upon 
the death of one of the owners was upheld. 
Perhaps that case will be carried to the Court 
of Appeals for final settlement. 


APPORTIONMENT OF DIVIDENDS AS BETWEEN 
LIFE TENANT AND REMAINDERMAN 

The Supreme Court of Massachusetts has 
just decided an important question as to the 
payment of dividends on preferred stock held 
by a trustce. In Boston Safe Deposit and Trust 
Co. vs. Adams (106 N. E. Rep? 590), it appears 
that 3 corporation paid accumulated dividends 
on preferred stock. The dividend was paid 
out of surplus profits and no: question was 
raised as to its validity. But the plaintiff trust 
company brought this proceeding for in- 
struction as to whether it should pay all the 
dividend to the life tenant under the trust. 

The court decided that, although the divi- 
dend was paid, for convenience, by the issu- 
ance of corporate notes, this did not make it 
a-stock dividend; that it was immaterial that 
the dividend included the total amount of past 
accumulated dividends that might have been 
declared ;, that the stockholders were not en- 
titled to the dividends until they were actually 
declared by the directors and that since the 
effect of the: declaration of this dividend was 
to leave the fractional interest represented by 
each share of stock: just what it was before, 
‘the. dividends should be paid as income to the 
life beneficiary. 


STOCK HELD BY TRUSTEES, NEW STOCK 
ISSUE THEREFOR 


The Supreme Court of Ohio recently decided 
that when stock in a corporation is bequeathed 
to trustees to hold in trust, with power to sell 
and reinvest the proceeds, and pay the income 
to the wife of the testator for life, and the 
corporation, with the consent of its  stock- 
helders, transfers its entire assets to another 
corporation in exchange for stock, each stock- 
holder receiving two shares of stock for one 
in the old company, the extra stock belongs to 
the corpus of the trust fund. 

It appeared that the surplus for which the 
extra stock was issued had accumulated, for the 
most part, during the life of the testator— 
(Wilberding vs.-Miller, 106 N. E. Rep. 665.) 


POWER OF EXECUTORS TO CONTINUE BUSINESS 


The general rule is well settled that execu- 
tors and trustees, in the absence of express 
authorization, have no power to continue the 
business of a deceased. It is their duty to 
close out a business as soon as possible and as 
advantageously as may be for the estate. 

The recent case of Matter of Praetz (87 Misc. 
128) is therefore unique. It appeared 
that two executors, who had been continuing 
the business of the deceased, made a general 
assignment for the benefit of creditors. The 
assignees then came into the Supreme Court to 
ask that court to approve a sale of rev! estate 
belonging to the deceased. Naturally the court 
decided that, even if it approved the sale, the 
sale would be void. But it had no jurisdiction 
in the matter, for the Surrogate’s Court had 
ample power to pass upon the questions in- 
volved. 


The Columbia Trust Company of New York 
has issued a ready reference card giving the 
special war tax rates on securities, documents, 
commodities, ete. 
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Is YOUR supply-room 
as neat as a pin? 


A well-known banking house—you know the name as well as you know your 
own—bought from us, some months ago, a lot of steel stqrage shelving. 


Twice,;since then, 


they have ordered additional shelving. It has been delivered 


promptly. If more fs needed, we can furnish it. Best of all, their supply- 
room is as neat as a pin. If they want letter heads, they go to the section 


where stationery is kept. 
books are kept. 


Is there an 
neat as a pin? 


If checks, they go to the section where blank check- 


in this that appeals to YOU? Is YOUR supply-room as 
ould YOU like information about steel storage shelving ? 


Library Bureau 


Founded in 1876 
Manufacturing distributors of card and filing systems. Unit cabinets in wood and steel. 


New York 
316 Broadway 


Salesrooms in leading cities in the United States, Canada, Great Britain and France 


Boston 
43 Federal St. 


A Combination Tax Calendar 

The Irving National Bank, New York, has 
issued a 1915 calendar, handsomely illustrated, 
and containing valuable tax information for 
the new year. The special tax information 
presented is complete. The dates on which 
important tax obligations come due, both for 
individuals and corporations in New York 
City, are starred in red, and on the last page 
a summary of all this data is presented in 
compact form. 


Chicago Philadelphia 
6 N. Michigan Ave. 910 Chestnut St. 


New -Trust Companies 


A new trust company with capital of $250,000 
is being organized at Minneapolis, Minn. The 
Bedford County Trust Company is being or- 
ganized at Bedford, Pa. with capital of 
$125,000.. The Stanton Trust & Savings Bank, 
capital $25,000, is being organized at Great 
Falls, Mont. The Mapleton Trust & Savings 
Bank has been organized at Mapleton, Ia., with 
capital of $75,000. At Columbia, S. C., the 
Columbia Mortgage & Trust Co. has been or- 
ganized. 
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INDIVIDUALIZED CHECK PAPER 


National Safety Paper with an individual crest or monogram 
embodied in it is safe against fraudulent alterations; is handsome 
and distinctive; being sold only to an authorized printer, it is a 
complete protection against counterfeiting. 


SPECIAL DESIGN NATIONAL SAFETY PAPER is the 


ideal check specification. 


It is used by Governments, Railroads, 


Corporations and hundreds of Banks for their checks and negoti- 


able documents. 


Send for our sample book of thirty-five of these individualized 


papers. 


GEORGE LA MONTE & SON 


35 Nassau Street 


A,New Chapter Course in Trust Company 
Instruction 


The Philadelphia Chapter of the American 
Institute of Banking has inaugurated a new 
course in the regular educational work, which 
should appeal to chapters in other cities as 
well. This will be a course in “Trust Com- 
panies,” and is designed to meet the require- 
ments of men employed in trust companies who 
have not been interested in taking a course 
in Banking, which applies more particularly to 
commercial banking. This course will cover 
History, Organization and Administration, In- 
dividual Trusts, Corporate Trusts, Agency, 
Attorney in Fact, Banking,-Safe Deposit, Real 
Estate Department, Care and Investment of 
Trust Assets, Plans for Accounting and Checks 
in connection therewith, Title Insurance, and 
the following subjects covered also in the 
Banking Course: Bonds, Stocks, Security Mar- 
kets, Corporation Finance, Clearing Houses and 
the Federal Reserve Act. Over sixty men have 
enrolled in this class, almost -without exception 
trist company men. By special arrangement 
the completion of this course will count as the 
first year credit toward the Institute Certifi- 
cate, the same as the Banking Course. 


New York 


At a Critical Point in Our History 


Every true-blooded American will applaud 
the sentiment which Mr. George B. Reynolds, 
president of the Continental and Commercial 
National Bank of Chicago, expressed at the 
last annual dinner of the Economic Club of, 
New. York, in the following words: 

“There come times in the history of every 
nation when genuine patriotism means less of 
partisanship, less of leadership of demagogues 
and more of the spirit of harmony between em- 
ployer and employee; more of the desire to 
stand shoulder to shoulder with every honest 
man, be he laborer or capitalist, in his straggle 
to make his country a better and brighter place 
for having lived in it. Very properly, at such a 
time, there is no patience with the muckraker, 
but a natural tendency to isolate and treat him 
as we would any other disease-breeding germ, 
in order that he may no longer make war upon 
business and prolong its anemic condition. *** 
We are at that critical point where, choose 
wisely, we shall surely go forward, but, choose 
unwisely, we shall as surely go backward. The 
situation is too serious to permit of experiments 


‘and uncertainties.” 





TRUST COMPANIES 


THE NATIONAL PARK BANK OF NEW YORK 


ORGANIZED 


1656 


CAPITAL AND SURPLUS $19,000,000 
DEPOSITS JUNE 30, 1914, $111,373,000 


RICHARD DELAFIELD 


GILBERT G. THORNE 
VICE-PRESIDENT 


JOHN C. VAN CLEAF 
VICE-PRESIDENT 


MAURICE 


PRESIDENT 
JOHN C. MCKEON 
VICE-PRESIDENT 


WILLIAM O. JONES 
VICE-PRESIDENT 


H. EWER 


CASHIER 


WILLIAM A. MAIN 
ASST. CASHIER 


LouIs F. SAILER 
ASST. CASHIER 


FRED'K O. FOXCROFT 
ASST. CASHIER 


GEORGE H. KRETZ 
MANAGER FOREIGN DEP’'T 


DIRECTORS 


JOSEPH T. MOORE 
STUYVESANT FISH 
CHARLES SCRIBNER 
EDWARD C. HOYT 
W. ROCKHILL POTTS 
AUGUST BELMONT 


Getting Business by Advertising 


At a recent meeting of the New York State 
Safe Deposit Association, Fred W. Ellsworth, 
publicity manager of the Guaranty Trust Com- 
pany, addressed the members on “Getting Busi- 
ness by Advertising.” Regarding effective ad- 
vertising, he said: 

“Good advertising includes that kind which 
talks directly to the prospect either by means 
of newspaper and other periodicals or by book- 
lets. In newspaper advertising, consideration 
should be given to dress or appearance, message 
or copy and location or position in paper. 
The advertisement to achieve its purpose must 
first attract, then awaken interest, then con- 
vince, then excite to action. The best dress 
for a newspaper advertisement is to have the 
title and the signature of the institution in 
display type with the “story” in plain news- 
paper type between the two display lines. The 
entire type matter should be surrounded by a 
frame of white enclosed in a simple rule. The 
Story should be brief, and as a rule, must em- 
phasize but one point at a time. The best 
location in the paper should always be sought, 
and this is top of column next to reading mat- 
ter. The best results are probably obtained 
from what is known as timely advertising, such 


RICHARD DELAFIELD 
FRANCIS R. APPLETON 
CORNELIUS VANDERBILT 
ISAAC GUGGENHEIM 
GILBERT G. THORNE 
JOHN C. MCKEON 


RICHARD H. WILLIAMS 
THOMAS F. VIETOR 
EDWARD C. WALLACE 
EDWIN G. MERRILL 
JOHN G, MILBURN 


as recently enacted laws, new inheritance tax 
law, war tax law, etc.” 


Increased Scope of A. B. A. Library and 
Reference Department 


The report of Librarian Marian R. Glenn, 
at the last annual convention of the American 
Bank Association, is of special interest to all 
students of banking developments. The Library 
and Reference Department, since its establish- 
ment three years ago, has become an important 
adjunct of the general offices in New “York. 
There is a Bureau of Information which an- 
swers questions from Association members on 
banking currency and other topics. The Ref- 
erence Department proyides special information 
as desired by members. A valuable feature is 
the Traveling Loan Collection of nearly 23,000 
banking and currency articles, addresses, 
pamphlets, etc. A card catalog index-is main- 
tained of all books, convention proceedings, 
reports and statistical sources. 


A reserve account has been opened with the 
National Park Bank of New York City by 
the National Bank of South Carolina, Sumpter, 
s. ¢ 
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Organized 1838 


Nationalized 1865 


American Exchange National Bank 
NEW weak 


Over 
$75,000,000 


LEWIS L. CLARKE, President 


WALTER H. BENNETT, Vice-President 
ARTHUR P. LEE, Cashier 


GEORGE C. HAIGH, Vice-President 
A. K. de GUIS , Asst. Cashier 


E. A. BENNETT, Asst. Cashier 


Depository for Reserves of State Banks and Trust Companies 
We offer every facility consistent with sound banking 





Federal Reserve Board Defines Time Deposits 
and Savings Accounts 


Of particular interest to State banks and 
trust companies which become members of the 
Federal Reserve system is the recent announce- 
ment of the Federal Reserve Board as to defi- 
nition of time deposits and savings accounts. 
The statement also refers to investment of 
funds in State banks and. trust companies ac- 
cruing from savings accounts. It reads as 
follows : 

The term “time deposits” is interpreted to 
mean any deposits subject to check upon which 
the bank has the right by written contract en- 
tered into with the depositor at the time the 
deposit was made to require from such deposi- 
tor not less than thirty days’ notice before such 
deposit or any part thereof may be withdrawn. 
Any agreement, written or verbal, entered into 
by a member bank with a depositor not to en- 
force the terms of such contract of deposit 
shall be construed as vitiating the contract, and 
any member bank reporting: as time deposits 
any deposits on which it has not the right to 
require not less than thirty days’ notice before 
withdrawal, may be subject to the penalties 
prescribed by Section 5,209 of the Revised 
Statutes of the United ‘States. 





The term “savings accounts” shall be held to 
include those interest-bearing accounts which 
are carried with the bank under written agree- 
ment on the part of the bank to pay a specified 
rate of interest, which rate is to be paid to all 
other depositors having similar accounts, and 
where the depositor is required to present his 
pass book with each check drawn. Savings ac- 
counts shall not be held to. include any ordi- 
nary checking accounts where presentation of 
the pass book with the check is required. 

In the case of State banks and trust com- 
panies located in States whose laws require 
that funds accruing from savings accounts shall 
be invested in any particular class of securities, 
only those accounts whose balances are so in- 
vested and which are handled so as to comply 
with the technical requirements of the State 
laws shall be held to be savings accounts within 
the meaning of this act. ‘ 


Permission has been granted by the New 
York State Banking Department to the Bank- 
ers’ Trust Company of New York City, and 
also to the Astor Trust Company to reduce 
the number of their directors, in accordance 
with resolutions recently adopted by the stock- 
holders. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST co. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $600,000 


‘SURPLUS AND PROFITS, $2,415,796 


OFFICERS 
MICHAEL JENKINS, PRESIDENT 
H. WALTERS, VICE-PRESIDENT 


JOHN W. MARSHALL - a 
J. J. NELLIGAN 

ANDREW P, SPAMER 
GEORGE B. GAMMIE 


20 VICE-Pres. 
30 Vice-Pres. 

TREASURER 
ASST. TREAS. 


GEORGE R. TUDOR 
ALBERT P. STROBEL 


H. H. M. LEE 
ARTHUR C. GIBSON 
JOSEPH B. KIRBY 
WILLIAM R. HUBNER 


CASHIER 
REAL ESTATE OFFICER 


SECRETARY 
+ SECRETARY 
. SECRETARY 
. SECRETARY 


DIRECTORS 


MICHAEL JENKINS 

H. WALTERS 

WALDO NEWCOMER 
DOUGLAS H. THOMAS 


NORMAN JAMES 
SAMUEL M. SHOEMAKER 
BLANCHARD RANDALL 
E. H. PERKINS 


ISAAC M. CATE 
JOHN W. MARSHALL 
JOHN J. NELLIGAN 
ROBERT GARRETT 





J. P. Morgan on Federal Advisory Council 
One of the principal reasons for the grow- 
ing faith in the benefits to be obtained through 
the operation of the Federal Reserve system, 
entertained by bankers generally in this city, 
is the excellent character of the elections and 
appointments. in. connection with the executive 
administration of the New York Reserve 
Bank. The fact that Mr. J. P. Morgan was 
unanimously elected by the directors of the 
Federal Reserve Bank of New York to repre- 
sent District No..2 in the Federal Advisory 
Council strengthens the assurance as to the 
practical development of the new banking plan. 
Mr. Morgan was notified of his election by a 
committee of directors composed of Pierre 
Jay, Henry R. Towne and George Foster Pea- 
body. The term of representation on the Coun- 
cil is for one year. and members receive no 
compensation. The opportunity is presented 
by the members of the Federal Reserve Council 
to render patriotic and valuable service, al- 
though its functions will be largely advisory. 
It will co-operate with the Federal Reserve 
Board by. making written or oral representa- 
tions regat ig general business requirements, 
also recommendations in regard to discount 
rates, rediscounting, note issue, open market 
operations, and purchase or sale of gold. 

The membership of the .Federal Advisory 
Council, as recently completed, is as follows: 
Daniel G. Wing, Boston; J. P. Morgan, New 
York; Levi L. Rue, Philadelphia; W. S. Rowe, 
Cleveland; George W. Seay, Richmond; 
Charles A. Lyerly, Atlanta; J. B. Forgan, Chi- 
cago; C. T. Joffrey, Minneapolis; E. T. Swin- 
ner, Kansas City; J. Howard Audrey, Dallas. 


The Chase National Bank of New York has 
been approved reserve agent for the National 
Bank of South Carolina, Sumpter, S. C. 


Weekly Statements of New York Federal 
Reserve Bank 


The publication of weekly statements by the 
New York Federal Reserve Bank shows the 
following changes since the opening of the in- 
stitution, November 16th, with paid-in capital 
of $3,321,950: 


Net Deposits Cash Discounts 


otes 
$107,529,994 $224,825 $108,314,674 $3,023,500 
106, 025, 123 678,202 107 (615,088 2,715,475 
; c++ 105,123,868 401,205 106,231,360 2 
-. +» 108,659,544 152,485 105,231,718 2;034,941 


New Rules in Calculating Reserves 


The Comptroller of: the Currency has issued 
instructions to National banks in regard to cal- 
culating reserves in accordance with the provi- 
sions of the Federal Reserve Act. Reserves 
will have to be maintained hereafter against 
all United States deposits, including postal sav- 
ings funds, deposits of United States disbursing 
officers, Canal Zone and Philippine deposits and 
all other Government funds. The 5 per cent. 
redemption fund deposjted with the Treasurer 
of the United States cannot be counted as part 
of lawful reserve. . In estimating reserve the 
net balance of amounts due to and from other 
banks shall be taken as the basis for ascertain- 
ing the aggregate deposits against which reserves 
shall be held. If the amount carried with re- 
serve agents ‘exceeds the amount which the law 
permits to be counted as reserve with such 
agents, such excess may be counted as “due 
from banks” and- added to the amount due 
“from banks other than reserve agents” as a 
deduction from the amount “due to banks” in 
calculating the reserve. National bank notes 
are not to be treated as an offset. 





TRUST COMPANIES 


State and Municipal Bonds 


Suitable as security for additional 
currency and Postal Savings Deposits 


Specific offerings upon request. 


N. W. Halsey & Co. 


49 Wall Street, New York 


14x31 Chestnut St. La Salle & A Sts. 


Baltimore Detroit 
Munsey Building Ford Building 





Boston, Halsey & Co., lnc. 
55 Congress Street 


San Francisco London 
4% California 8t. Halsey & Co., Ltd. 


Los 
Heme Side. switmland 


BONUSES GIVEN BY BANKS AND TRUST COMPANIES 


It is a fair indication of the general improve- 
ment in banking and financial circles that banks 
and trust companies which have followed the 
practice of giving Christmas bonuses to their 
employees, continued the policy this year with 
but few exceptions. This generous attitude 
toward employees has particularly character- 
ized the management of New York banks and 

_trust companies. The Bankers’ Trust Company 
of this city gave a bonus of 5 per cent. of 
their yearly salaries to the employees. A dis- 
tribution of this amount has been made an- 
nually by the company since the pension fund 
was established several years ago. A part of 
the money formerly giverf to the members of 
the clerical force is now applied to pension 
fund payments. 

The United States Mortgage & Trust Com- 
pany, at the last meeting of the board of 
directors, in addition to declaring the regular 
quarterly dividend of 6 per cent. on capital, 
payable December 31st, to stockholders as of 
record December 26th, provided a bonus of 10 
per cent. of the amount of annual salaries to 
its employees. 

In accordance with its custom for several 
years the executive committee of the Union 


Trust Company of New York, at a recent 
meeting, voted a 10 per cent. distribution of 
the amount of annual salaries to the members 
of the clerical force. 

The employees of the Equitable Trust Com- 
pany of New York also received, as a Christ- 
mas distribution, 10 per cent.-of their annual 
salaries. A bonus of 10 per cent. was also 
voted by the directors of the Fulton Trust 
Company for the employees of that company. 
The directors of the Astor Trust Company took 
similar action. 

At the last meeting of the board of trustees 
of the Brooklyn Tryst Company of Brooklyn, 
N. Y., an extra dividend of 5 per cent. to stock- 
holders was declared in addition to the regular 
quarterly dividend of 5 per cent. payable Janu- 
ary 2d, to stockholders of record December 18th. 

During the past year the Brooklyn Trust 
Company has shown continued growth. A com- 
parison of the official statements of the com- 
pany shows that between the dates of Decem- 
ber 9, 1913 and September 12, 1914, aggregate 
resources increased from $29,208,076 to $32,846,- 
646. The capital is $1,500,000, surplus fund 
and undivided profits $3,471,856 with ‘total de- 
posits of $27,648,031, an increase of $4,191,000. 
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The Continued Growth 


of the Irving is the best evidence that 


the demands of a wide patronage have 


CAPITAL & SURPLUS 
$7,000,000 


at all times'been met promptly and in a 


spirit of liberal co-operation. 


IRVING NATIONAL BANK 


NEW YORK 


, Strictly a Commercial Bank 


EFFECT OF THE OPENING OF THE NEW YORK RESERVE BANK 
ON BANKING AND INVESTMENT SITUATION 


There can be no doubt that the establish- 
ment of the Federal Reserve banking system 
hastened and made possible the restoration of 
normal conditions in trading and in the money 
market. With the opening of the New York 
Reserve Bank on November 16th there was 
automatically released a huge volume of sur- 
plus bank reserves which amounted to $137,890,- 
000. It does not follow that this big sum was 
to be rendered immediately available for grant- 
ing credits and loans. But it was the assur- 
ance of ample credit and rediscounting facili- 
ties that the abnormal restraints were removed. 
The money market is now entirely normal al- 
though bank clearings early in December were 
still 17 per cent. below last year. The fact 
that the New York Reserve Bank reported 
not more than $2,035,000 loans and rediscounts 
at the end of the fourth week should not -be 
regarded as a reflection upon the usefulness of 
the new system. It is the result of a definite 
policy established by the Federal Reserve Board 
to discourage undue extension of credits and 
to preserve the resources of the Reserve banks. 
A high official discount rate is also a valuable 
Protection at this time against impairment of 


gold reserves. The official rate for long bills 
is 6 per cent. and for short-time paper of 30 
days to run the rate is 5% per cent. Prime 
commercial paper, however, is being sold in 
the open market at 4 to 4% per cent. with 
prime acceptances as low as 3% per cent. 

The influence of the new currency and bank- 
ing system is also a matter of keen interest to 
investment circles. A study of the intent and 
provisions of the Federal Reserve Act might 
easily lead to the conclusion that it is in- 
tended to stjmulate commercial credits at the 
expense of security and investment trading. 
The rule laid down by the central board in 
defining acceptable paper for rediscount is 
that no bills may be presented the proceeds of 
which are to be applied to permanent invest- 
ment or issued for the purpose of carrying 
stock, bonds and other'securities. But in effect 
the new system will operate to the benefit of 
the investment market: It. will release hun- 
dreds of millions of heretofore idle funds and 
create a larger volume’ of capital for invest- 
ment. It will give stability to rates of interest 
and prevent violent fluctuations, which is a 
great factor in the bond market. 
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MARKED IMPROVEMENT IN FINANCE, BANKING AND 
TRADE FROM THE NEW YORK VIEWPOINT 


AUSPICIOUS RE-OPENING OF THE NEW YORK STOCK EXCHANGE 
SAFEGUARDS AGAINST FOREIGN LIQUIDATION 
HELPFUL INFLUENCE OF RESERVE BANK IN MONEY MARKET AND 
BANKING SITUATION. OUTLOOK AT CLOSE OF YEAR 


The broker who cried out “All Aboard for 
Prosperity!” on the floor of the New York 


Stock Exchange when the gong gave the sigzal - 


for resumption of trading, may have yielded 
to an excess of éxuberance, but he neverthe- 

- less voiced the hopeful, courageous spirit which 
has now asserted itself in financial, banking 
and business circles. As the year 1914 draws 
to a close and the events of the past 
five months pass in review, the wonder is that 
banking, business and credit conditions in 
New York City and throughout the country. in 
fact, have so speedily righted themselves. The 
débris has béen practically cleared away. The 
fear of serious impairment of our gold reserves 
and of a deluge of foreign holdings of Ameri- 
can securities has been displaced by increasing 
confidence; a feeling of assurance as to the 
resourcefulness of this country to weather the 
storm and master any situation that may yet 
arise. It is even likely, judging from the 
course of foreign exchange, that gold will be- 
gin to come back soon from Ottawa, whence it 
was shipped in connection with the payment of 
maturing obligations in Europe. Instead of a 
selling movement at the opening of the New 
York Stock Exchange there developed a buy- 
ing power with international banking firms re- 
porting an excess of purchase over liquidating 
orders from abroad by cable. 


Significance of Stock Exchange Re-opening 


The re-opening of the “Stock Exchange on 
‘December 12th was an event of great impor- 
_ tance, not so much because it removed the bar- 

riers against open trading in securities, but 
because’ it aroused an infectious faith»in the 
basic soundness of conditions at home and re- 
moved certain doubtful factors. Anyone who 
visits the Wall Street district these days cannot 
help but feel that a new and badly. needed 
element has come into the general situation 
which has been absent these four and a half 
months. Instead“of finding an abyss there is a 
firm footing. At the same time the fact cannot 


be overlooked that the market is in the hands 
of conservative men who are ready to check 
any speculative tendency and ready to set up 
a defense against any contingency that may 
arise because of unprecedented conditions in 
Europe. There is no doubt that if the war 
continues without a definite turn that_this coun- 
try will have to be prepared to absorb a large 
volume of foreign holdings. There is also the 
certainty that investment interests the world 
over will be affected by the destruction abroad, 
by the huge war loans and _ consequent 
rise in interest rates. But it is significant that 
in the face of these prospects and despite the 
loss of new foreign capital for investment here, 
that the prices of standard securities and of 
bonds have been preserved and even show 
increases. 


Restrictions and Safeguards Still in Force 
Restrictioris are still in force to prevent un- 


due pressure through foreign selling. Minimum . 


prices for both bond and stock transactions will 
be observed and trading in such pre-eminently 
international issues as Union Pacific, New York 
Central, Steel, Canadian Pacific, Baltimore & 
Ohio and Southern Pacific is conducted 
through the Clearing House Committee of the 
Stock Exchange. It was interesting to note 
that there was no evidence of foreign unload- 
ing, however, in the open trading of such 
issues as St. Paul, Atchison and Northern 
Pacific. The quotations generally were well in 
advance of July 3oth closing prices. The fact 
was also impressed upon members of the ex- 
change that the governors have control of the 
situation and are alert to any symptoms of a 
troublesome kind which may be due to domestic 
or foreign developments. Bond prices, while 
showing steady gains, are on a basis which 
attract investors and there are distinct indica- 
tions of more general public support in the 
market. Railroad issues also reflected the con- 
fident tone due to the favorable decision ren- 
dered by the Interstate Commerce Commission 
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SECURITY AND SERVICE 


THE 


Attention of . Officers 
given to individual 


CORN EXCHANGE eraeemeats ot exc 


BANK | 


NEW YORK CITY 
ESTABLISHED 1853 


depositor. We solicit 
your business and 
would be particularly 
pleased to have a per- 
sonal interview with 


Capital and Surplus - - - $10,000,000.00 you .--. ++. 


Net Deposits 





- - - = $83,000,000.00 





in connection with the 5 per cent. rate increase 
appeal. The assurance by President Wilson 
that Congress will not attempt any further 
legislation of the kind which has in the past 
unsettled business and that the attitude toward 
railroads will be more fair is expected to exert 
a powerful influence upon foreign holders of 
American securities. The movement in trad- 
ing establishes also the fact that the banking 
and loan situation was well cleared up. This 
was due largely to the excellent co-operation 
between the Stock Exchange, banking and in- 
vestment houses. 


Interesting Changes Shown in New York 
Clearing House Weekly Statements 


Readjustments and changes due to the actual 
eperation of the-Federal Reserve system, the 
retirement of loan certificates, emergency notes 
and the broader operations consequent to the 
resumption of open trading in stocks and bonds, 
are reflected in the weekly statements issued by 
the Clearing House Association. The weekly 
statements relating to trust companies alone 
show that their deposits are steadily increasing, 
with a corresponding increase in loans. The 
Clearing House statement of daily average for 
the week ending November 21st appeared in 
altered form and as subsequently corrected 
showed aggregate reserves of $472,006,000 leav- 
ing an excess reserve over legal requirements 
of $137,890,540 as compared with a surplus re- 
serve of only $7,413,900 reported the previous 
week. This large increase -in excess reserve 
was not an actual gain, but due to the re uc- 
tion in reserve requirements made by the 
Clearing House Association, so as to conform 
with the reserve requirements under the Fed- 
eral Reserve Act. In other. words the legal re- 
serves of National banks were reduced from 
25 per cent. against deposits to 18 per. cent. 
against demand deposits and 5 per cent. against 
time deposits. The gain also included excess 
feserves of trust company members whose 


legal requirements were also reduced. The net 
decrease of $66,953,000 of actual cash in vaults 
of banks was. explained by the item of “re- 
serve in Federal Reserve bank” which amounted 
to $96,000,000 at the close of the first week’s 
operation of the reserve institution. A com- 
parison with the statements of last August 
shows that, despite heavy gold and other drains, 
allowing also for deposits and capital subscrip- 
tion in the Federal Reserve bank, the banks of 
New York have actually a larger amount of 
specie than at the beginning of the war. An- 
other interesting change is a decrease of over 
$30,000,000 in circulation since the Federal Re- 
serve bank opened for business, with an in- 
crease in demand and time deposits of $35,000,- 
000 from November 21st to December 12th, 
and an expansion of $33,000,000 in loans, etc., 
during the same period. The average weekly 
reductions of about $4,000,000 in aggregate re- 
serve may be attributed to the broadening of 
the commercial paper market, the restoration 
of trading and retirement of emergency notes. 
The Clearing House has also resumed the 
publication of the weekly statement of actual 
condition and the detailed individual state- 
ments of member banks and trust companies. 
These tables all show the return to normal 
banking conditions. Following are the princi- 
pal items in the weekly statements of trust 
companies since ANovember Ist, and of the: 
Clearing House banks since the opening of the 
Federal Reserve bank: 
TRUST COMPANIES 
Deposits Loans & Inv. Cash 
$1,223,393,600 $1,129,844,900 $99,086, 
1,121,958,700 99,469, 
300 1,113,036,600 
1,103,917, 
1,099,925,200 
205,680,700 1,099,950,200 
1,193,696,800° 1,102,541,100 
CLEARING HOUSE BANKS (Daily Average) 
(Including Trust Company Members) 
Net its Loans,etc. A 
Dee. 12......... $2,062 ,000 $2,179,825,000 
Dec. 5 ‘ 13,000 2,169,012,000 464,910,000 
>. 156,710,000 468,845,000 
146,189,000 472,006,000 
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SEA 


THE 


BOARD 


National Bank of the City of New York 


cordially and earnestly solicits accounts, active or dormant, from trust companies throughout the 


United 


ates. Interest allowed. Its solicitation is based upon conservatism, service in all banking 


lines, excellent facilities, and the fact that its officers give their personal attention to all accounts. 


SURPLUS AND PROFITS (earned), $2,725,000 


CAPITAL, $1,000,000 





Resume Issue of A. B. A. Travelers’ Cheques 
for Europe 

As the result of a conference of bankers held 
recently at the offices of the Bankers’ Trust 
Company of New York it was decided to re- 
sume the issue of American Bankers’ Associa- 
tion Travelers’ checks for use in Europe, and 
all parts of the world. Owing to the conditions 
created by the war in Europe the issue of these 
checks has been restricted to the United States 
since August 13th. The Bankers’ Trust Com- 
pany is trustee for the protection and payment 
of the A. B. A. travelers’ checks, and through 
its efforts the facilities for payment of the 
checks have been fully restored in all coun- 
tries. In fact it was only a short time after the 
beginning of hostilities that the A. B. A. 
checks were again promptly honored in Great 
Britain, France, Germany, Switzerland, Italy, 
Norway, Sweden, Denmark and _ Holland. 
Whatever inconvenience was caused to holders 
of travelers’ checks was due entirely to the 
uncertainties and the general declaration of 
moratoria throughout Europe. Considering 
the general u.nbargo on all credits it testifies 
to the popularity of the A. B. A. travelers’ 
checks that they were honored in the war 
zone with but a few days’ interruption. 
Through the credits and gold shipments pro- 
vided by the Bankers’ Trust Company the 
means were provided, so that there would have 
been no interruption whatever, if it had not 
been for the transfer of all lines of transpor- 
tation and communication for military pur- 
poses. 

Banks and trust companies, using A. B. A. 
travelers’ checks, desiring special information 
regarding existing regulations or conditions in 
Europe, should communicate with the Bankers’ 
Trust Company. 


A. H. Wiggin, president of the Chase Na- 
tional Bank, has been elected a director of the 
American Sugar Refining Company to succeed 
Henry E. Niese, resigned. 


A ‘* Get-Together’’ Club for New York 
Bankers 

There is more than appears on the surface 
in the recent interesting announcement of the 
formation of a Bankers’ Club for hank and 
«trust company officers in New York City. In 
other cities where such clubs have been in 
existence for a number of years they have be- 
come important factors in the broader advance- 
ment of banking affairs and in movements of 
a semi-public character. In New York City 
the opportunities are many for such co-opera- 
tive work, although the object of thé so-called 
“Bankers’ Club of America” is ostensibly of a 
social nature. Rooms for the new club have 
been leased on the thirty-fifth and thirty-sixth 
floors of the new Equitable Building, and it will 
also have the use of the roof. Membership 
will be limited to 1,000, and there is no doubt 
the maximum will quickly be reached. 

Following are the officers and governors of 
the club: A. Barton Hepburn, chairman of the 
Chase National Bank, president; T. Coleman 
Du Pont and George T. Wilson, vice-presi- 
dents; Charles H. Sabin, treasurer; Franklin 
A. Plummer, secretary; James S. Alexander, 
president of the National Bank of Commerce; 
Leroy W. Baldwin, Lewis J. Clarke, president 
of the American Exchange National Bank; 
Thomas Cochran, T. De Witt Cuyler, W. A. 

- Day, T. Coleman Du Pont, Samuel W. Fair- 

child, Thomas A. Gillespie, A. Barton Hepburn, 
A. J. Hemphill, Bradish Johnson, Clarence H. 
Kelsey, F. W. Lafrentz, Arthur B. Leach, 
Allen McCulloch, Gates W.. McGarragh, J. B. 
Martindale, Charles D. Norton, Morgan J. 
O’Brien, Eugenius H. Outerbridge, Franklin A. 
Plummer, Charles H. Sabin, R. A. C. Smith, 
Valentine P. Snyder, Oscar S. Straus, Thomas 
Thatcher, Eben B. Thomas, George C. Van 
Tuyl, Jr., Albert H. Wiggins, Frank S. Wither- 
bee and George T. Wilson. 





The Oklahoma Stock Yards National Bank 
has opened a reserve account with the Mechan- 
ics and Metals National Bank. 
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Guaranty Service 
IV 


Foreign Business 


Our Foreign Department is equipped to 
handle et Pak and economically the 
importation or exportation of merchandise 
or other commodities to and from all 
countries in both hemispheres. 


Foreign drafts and bills of exchange are 
purchased or sold at current rates. 


Sterling loans are made against satisfac- 
tory collateral. 


Commercial Letters of Credit, Travelers’ 
Letters of Credit and Travelers’ Checks 
are issued. 


Upon application and submission of de- 
tails we shall be glad to make a definite 
prepa in regard to your foreign 

usiness. 


Guaranty Trust Company 
of New York 


Capital and Surplus - - $ 30,000,000 
Resources, over - - - - 200,000,000 
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CHARTERED 1864 


UNION TRUST COMPANY 


OF NEW YORK 
Main Office, 80 Broadway 
Plaza Branch, 786 Fifth Ave., Cor 60th St. 


Modern Safe Deposit Vaults at both Branches 
Ce IEEE 


Fifth Avenue Branch, 425 Fifth Ave., Cor. 38th St. 


OFFICERS 
EDWIN G. MERRILL, 


JOHN V. B. THAYER, Vice-President 
JOHN Y. G. WALKER, Vice-President 


Presiden 
CARROLL C. RAWLINGS, Vice-Pres’t & Trust Officer 


M. POPHAM, Vice-President 


HENRY 
HENRY M. MYRICK, Secretary 


T. W. HARTSHORNE, Asst’ preg 
cer 


W. McMASTER MILLS, Vice-President 
Plaza Branch, Fifth Avenue and 60th Street 


BENJAMIN A. MORTON, Ass't Trust O 
CHARLES W 


ARSON, Ass’t Secreta: 
5th Ave. aon Fifth Avenue vad 38th Street 


TRUSTEES 


EMLEN ee WY 
AUGUSTUS KELLEY 
N. PARKER ‘SHORTRIDGE 
CHARLES H. TWEED 
JAMES SPEYER 
WILLIAM WOODWARD 


JOHN V. B. THAYER 
WALTER P. BLISS 
FREDERIC de P. FOSTER 
JAMES GORE KING 
EDWIN G. MERRILL 
M. ORME WILSON 


v5 ig MACY 


FRANCIS M. W 


CAPITAL, $3,000,000 _SURPLUS (Earned), $5,300,000 


Acts as Executor, Guardian 


Fiduciar y Trusts. 


Trustee, &c. 
Receives Securities for Safe Keeping and Collection of Income. 


Administers ‘Institutional’? and Other 


ALLOWS INTEREST ON DEPOSITS 





The General Business Situation and Exports 


Four months ago when the pall of the Euro- 
pean war hung heavily over this country, it 
would have been regarded as a wild dream to 
predict the return of business and trade condi- 
tions to a normal basis before the close of the 
year. But the fact is that there is a brighten- 
ing of the skies from day to day. The task 
imposed upon those who had to. untie 
the foreign exchange tangle was rendered 
comparatively easy because of the huge ex- 
ports of wheat and foodstuffs. Hundreds of 
millions of dollars’ worth of supplies are being 
shipped to warring and neutral countries. 
Dollar credit is being established in South 
America and in the absence, for the time being, 
of the world-current London bill, American 
credit facilities are being’ created in countries 
where this country was heretofore a negligible 
quantity from the standpoint of trade and ex- 
change relations. Farmers are growing richer 
every day and cotton is beginning to move 
out in larger quantities. The steel ‘market re- 
ports improved prospects and with an increase 
in railway rates it is predicted that there will 
be something like old time activity in railway 
extension. Money is easier throughout the 
country as a result of the inauguration of the 
new banking system, and the commercial paper 
market gains strength steadily. 


Emergency Notes 

One of the most gratifying developments is 
the entire cancellation of Clearing House loan 
certificates. The issue of $124,695,000 loan 
certificates here was larger than ever put out 
before but less than half of this amount was 
at any time outstanding, as against a maximum 
issue of $88,420,000 in 1907, in view of the re 
discounting facilities provided by the Federal 
Reserve banks it is safe to say that this will be 
the last issue of such loan certificates in this 
country. The latest reports likewise show that 
the Aldrich-Vreeland notes are being rapidly 
retired. Of the total of $381,000,000 issued 
throughout the country over one-third has been 
redeemed. 

At the close of business December 11th the 
New York Federal Reserve Bank reported 
total cash of $105,232,000, gold $86,858,000, loans 
and discounts of $2,035,000, deposits of $103; 
837,000 and Federal Reserve notes outstanding 
$152,000. It is understood that the Reserve 
bank here will not extend its clearing functions 
for the timie being, but will await developments 
in connection with the operations of the Kan- 
sas City and Chicago Reserve banks which 
have been authorized to carry out the prov 
sions of the Federal Reserve Act in this re 
spect. 





Retirement of Loan Certificates and 
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Guaranteed Mortgages 


( Exempt from Personal Taxes in the Stale of New York) 


E are offering you GUARANTEED MORTGAGES, guaranteed 
by us as to principal and interest, which will net you as an 
investor 41% or 5 per cent. We also offer you guaranteed mort- 

gage certificates in denominations from $50 to $1000, to net you as an 


investor 5 per cent. 


You will receive our check semi-annually for the 


stipulated amount of interest; and the principal according to the terms 
of the policy or the certificate. You do not have to watch the property 


or even to collect interest;—we do all that for you. At the same time you 
can invest in these securities any small amount you wish from $50 up. Our 
Guaranteed Mortgages are among the safest investments ever issued. They 
are supported by a three-fold security:—first, improved real estate on which 
the loan is within the limit prescribed by law for trustees; second, by our 
large capital and surplus; third, we will guarantee mortgages only to the 
amount of ten times our capital and surplus. 


Lawyers Title Insurance and Trust Company 


160 BROADWAY, NEW YORK 


188 MONTAGUE ST., BROOKLYN 


BRANCH OFFICES 


367 Fulton Street, Jamaica 


383 East 149th Street, Bronx 


1354 Broadway, Brooklyn 


120 Main Street, White Plains, N. Y. 








Empire Trust Company Offers Special 


Facilities 


In addition to the facilities provided by the 
Empire Trust Company as fiscal agent for the 
State of New York for the sale of New York 
State stock transfer tax stamps the company 
has also provided special accommodations in 
the sale of United States war tax documentary 
and proprietary stamps. A discount of 1 per 
cent. is granted on every quantity sale of $100 
or more war tax stamps. The company has 
also issued a pamphlet which fully and con- 
veniently explains the application of the latest 
war tax. 

The Empire Trust Company shows whoie- 
some growth of business in its various depart- 
ments. According tc’ the official statement of 
September 12th aggregate resources were 
$24,486,253, deposits $21,353,000, capital stock 
$1,500,000, surplus fund $1,350,000 and un- 
divided profits $160,759. The Empire Trust 
Company has also extended valuable services 
since the outbreak of the war through its 
London office at 41 Threadneedle street. Branch 
offices are conducted in Manhattan at 580 Fifth 
avenue and 65 Cedar street. — 





A reserve account has been opened with the 
Chase National Bank by the First National 
Bank of Linton, N. D. 


**Welcome Home, Mr. Kent” 

Vice-president Fred I. Kent, of the Bankers’ 
Trust Company, who hurried to London 
from the continent at the first signal of war 
to organize an American Committee for 
the relief of stranded American travelers, re- 
cently returned to New York with a budget of 
most interesting experiences. It was almost 
providential that Mr. Kent was in Europe at 
the time, inasmuch as he was largely instru- 
mental in the introduction of the American 
Bankers’ Association travelers’ checks when 
the plan was first inaugurated. Mr. Kent is 
also an authority on foreign exchange matters 
and his invaluable work in connection with the 
American Committee in London earned for him 
the grateful appreciation of thousands of 
Americans. 

Mr. Kent was recently elected a director of 
the Bankers’ Trust Company. 





The recently organized downtown club, known 
as India House, for the encouragement of trade 
with foreign countries, has secured quarters in 
the Cotton Exchange Building. 

Special conveniences for women depositors 
have been provided by the Corn Exchange 
Bank at the Grand Central Branch. 

Temple Bowdoin, for a number of years a 
member of the firm of J. P. Morgan & Co., 
died recently. 





TRUST COMPANIES 


This Company’s Ability to Serve— 


tho’ fostered by the desire to serve—only reaches 
its full growth through the proper facilities for 


service. 


The scope of this Service has been enlarged again 
and again by uniting the most modern banking 
equipment with sound organization. 


Broadway Crust Company 


Woolworth Building 
New York 





Success of the New Franklin Trust 
Company Branch 


The establishment of a Manhattan branch at 
44 to 46 Wall street by the Franklin Trust 
Company of Brooklyn has been attended by 
gratifying results. It offers not only greater 
accommodation to the regular patrons of the 
Brooklyn main office and branches but opens up 
new channels of business. Co-incident with the 
opening of the new branch Edward C. Delafield 
was elected vice-president and C. Carlton Kel- 
ley, assistant secretary, who are stationed in 
the Manhattan office. Robert G. Peace, for- 
merly with the Seaboard National Bank, has 
been added to the New York staff as credit 
manager. Besides the main office at 166 Mon- 
tague street, Brooklyn, the Franklin Trust Com- 
pany conducts another branch office in that 
borough at 569 Fulton street. The official staff 
consists of the following: President, Arthur 
King Wood; vice-president, Edward C. Dela- 
field; secretary, Clinton W. Ludlum; assistant 
secretaries, William J. Montgomery, George 
Switzer and C. Carlton Kelley; trust officer, 
Thornton Gerrish. 


Edwin R. Kenzel, formerly auditor of the 
Chemical National Bank, has been appointed as- 
sistant cashier of the New York Federal Re- 
serve Bank. 


Irving National’s Enterprising Foreign Policy 

To the Irving National Bank of New York 
City belongs the credit of establishing the first 
direct connection between an American bank 
and the Azores. This information was con- 
tained in a recent report made by United States 
Consul A. T. Haeberle at St. Michael’s, Azores, 
to the effect that the Banco Michaelense has 
decided upon an arrangement with the Irving 
National Bank, which will facilitate both bank- 
ing and trade relations. 

It is this kind of pioneer work which will 
accomplish the most immediate and permanent 
results for the expansion of American trade 
and credit relations. 


Explaining the Federal Reserve Act 


It is “good business” for National banks to 
explain to their depositors what the Federal 
Reserve Act really means both to the banks and 
the public. The Market & Fulton National 
Bank of New York City has issued-a well 
written booklet which makes the provisions and 
changes embodied in the new banking law 
clear to the average depositor. General en- 
lightenment of this kind is desirable at this 
stage in the development of the new system. 
The Market & Fulton National Bank is to be 
congratulated for its enterprise. 
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An Investment Free From Fluctuation in Price 
Texas Land Mortgages are selling for the same prices today as they were before 


the European war. 


practically unsalable on account of the Stock Exchange being closed. 
The guaranteed mortgages sold by this Company pay you 7% on your investment. 
Write for list of investments. 


BANKERS TRUST COMPANY 


HOUSTON, TEXAS 
$2,000,000 


Capital 


New York Brevities 


The National Park Bank has been approved 
reserve agent for the Merchants and Planters’ 
National Bank, Gaffney, S. C., and the Citizens’ 
National Bank, Gastonia, N. C. 

The Columbia Trust Company recently ob- 
tained a favorable decision in the suit against 
the city of Atchison: to obtain reimbursement 
for legal expenses in bringing suit to ‘enforce 
payment of some defaulted city bonds. 

J. P. Morgan & Co. have sold to the Guar- 
anty Trust Company, Kissell, Kinnicutt & Co., 
and White, Weld & Co., $2,750,000 equipment 
trust 4% per cent. bonds, maturing serially 


mpare this with railroad bonds and listed stoc 


» which are 


Surplus $600,000 





until 1928. The sale practically closes the New 
York Central equipment trust for 1913. The 
bonds are being offered to the public on a 
5.25 per cent. income basis. 

Beneficiaries of trust: funds will have no 
preference over general depositors of the Car- 
negie Trust Company, according to a decision 
of the Court of Appeals handed down recently. 


The Title Guarantee and Trust Company is 
distributing handsome calendars, with an voleo- 
graph reproduction of the historic painting rep- 
resenting the Embarkation on the Princess 
Amelia, on August 16, 1647.” 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 
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°Quotations as of December 14, 1914. 
Corrected by L. A. Norton, 25 Broad St. 


lus 
and Profits 
Capital Sept. 12, 1914 Sept. 12, 1914 
$1,197,100 
12,513,500 138 
864,900 


3,471,900 
15,715,300 


Aggregate 
Deposits onid 
325 
425 
145 
470 


Div. 
$22,538,400 
145,500 
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1,510,700 
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Philadelphia 


Special Correspondence 


Operation of Reserve Bank and Resumption 
of Stock Exchange Trading 


The commanding factor in the local banking 
and business situation is a genuine feeling of 
confidence; a conviction that the uncertainties 
produced by an excess of legislative experi- 
ments at Washington and by the European war 
have been successfully overcome. A month 
has elapsed since the Federal Reserve bank of 
the Philadelphia district began operations, and 
although it is too early to trace any direct 
influence on the general banking situation, there 
is no doubt that the availability of a large vol- 
ume of surplus reserves, approximating $35,000,- 
000 to $40,000,000, and the assurance of redis- 
counting facilities, have contributed int a sub- 
stantial way toward the indicated improvement. 
Another important development in restoring 
normal conditions was the reopening of the 
Philadelphia Stock Exchange, which was ac- 
complished in a most satisfactory manner. The 
opening prices ruled in most instances only a 
few points below the closing prices of July 
3oth, but there were also notable instances 
where, stocks showed advances. The plan of 
re-opening provided that trading should be con- 
ducted at restricted prices, and that only such 
New York stocks as are listed on the local 
exchange shall be traded in. Keen interest was 
also shown in the initial public trading in 
bank -and trust company stocks, which reflected 
the firm basis of this class of securities. The 
quotations also reflected the underlying 
strength of the local banks and trust com- 
panies. 

Philadelphia is one of the first cities to show 
a clean slate-in the cancellation of Clearing 
House loan certificates. Chairman Levi L. 
Rue, of the Philadelphia Clearing House Com- 
mittee, announced that the final cancellation 
was made on November 28th. The total 
amount of such loan certificates outstanding at 
any one time was $11,530,000 as compared with 
$13,695,000 issued in 1907 and $11,470,000 in 
1893. The retirement of these certificates was 
practically accomplished before the new Federal 
Reserve system ‘became operative. Excellent 
progress is also reported in the retirement of 
emergency currency notes which is hastened by 
the release of bank reserves and the greater 
ease in the money market. The banks, how- 
ever, are pursuing a conservative policy in re- 
gard to employing their surplus reserve funds, 
although business generally is showing greater 
activity and response to the lowering of rates 
on commercial paper and loans of various ma- 
turities. 


Franklin 


National Bank 
PHILADELPHIA 


INCORPORATED 1900 


CAPITAL, - - $1,000,000 
SURPLUS, ad = 3,000,000 


. McALLISTER, President 
. HARRIS, Jr., Vice-President 
. PASSMORE, 
Vice-President and Cashier 
WM. HARDT, Asst. Cashier 
C. FRANKLAND, Asst. Cashier 
E, E. SHIELDS, Asst. Cashier 


J. 
J. 
E. 
J. 
J. 


Travelers’ Letters of Credit Issued. 
Foreign Exchange in all its Branches. 
Invites the accounts of Trust 
Companies, Banks, Bankers, 
Corporations, Mercantile 
Firms and Individuals 





Clearing House Amendments and 
Reduction of Reserves 

At a recent meeting of the Philadelphia 
Clearing House Association formal action was 
taken to change the by-laws, permitting the 
réduction in the reserves of National bank 
members from 25 to 15 per cent., in accordance 
with the provisions of the new banking sys- 
tem. At a previous meeting it was voted to 
reduce the reserve requirements of trust com- 
rany members from 20 to 15 per cent., of which 
one-third shall be kept in vault and the remain- 
ing 10 per cent. may be kept in cash or de- 
posited with approved reserve agents, which 
must he members of the Federal: Reserve sys- 
tem. This 15 per cent. reserve is required on 
demand deposits only while time deposits call 
for a reserve of 5 per cent. 

Bank clearings in Philadelphia during No- 
vember aggregated $607,125,898, compared with 
$647,959,000 the previous month and $679,705, 
421 for November, 1913. For eleven months 
the local clearings have totaled $7,253,336,909, 
compared with $7,753,603,748 in the correspond- 
ing period of 1913. 


The Franklin National Bank has been ap- 
proved reserve agent for the First and City 
National Bank of Lexington, Ky. 
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THE 
FARMERS’ AND MECHANICS’ 


NATIONAL BANK of PHILADELPHIA 


Solicits the accounts of Trust Companies, Banks and Bankers, and 
offers to them unexcelled facilities for handling general business. 


RESOURCES $19,000,000.00 


Notable Expansion of Trust Companies 

in Pennsylvania 

Despite general business adjustments and 
vicissitudes occasioned by the European war 
and numerous changes in legislation, the trust 
companies of Pennsylvania continued to make 
progress in keeping with their previous records. 
The advance abstract from the twentieth annual 
report of the Commissioner of Banking of 
Pennsylvania: covers operations for the period 
of twelve months ending November 2, 1914. It 
combines the reports of 297 trust companies 
having total deposit accounts of 1,182,842, an 
increase of 95,448 new accounts during the past 
year. The resources of $811,700,537 represent 
a gain of $12,228,231 and allowing for a de- 
duction of $78,823,055, being insurance assets 
and liabilities. Loans upon call with collateral 
amount to $142,641,504; time loans with col- 
lateral $56,452,340; loans secured by bonds and 
mortgages $20,846,244; loans without collateral 
$18,160,873; bonds, stocks, etc., $226,588,686, 
mortgages and judgments of record $79,360,- 
560; cash, specie and notes $23,949,340 and due 
from approved reserve agents $59,150,208. The 
cegital stock of all trust companies amounts to 
$103,197,722, an increase of approximately 
$1,000,000, surplus $134,143,605, an increase of 
$2,344,000 and undivided profits of $24,454,247. 
It is also shown that trust companies paid out 
in dividends a total of $11,331,698. Individual 
deposits amounting to $279,087,663, represent a 
decrease of $4,399,000. Demand certificates of 
deposits amount to $5,167,566; special time de- 
posits $27,777,581; time certificates of deposit 
$37,008,432, and savings fund deposits $132,- 
463,075. 

Exceptional gains are shown in trust de- 
partment operations. Total trust funds amount 
to $1,160,853,275, a gain of $73,000,000. Cor- 
porate trusts aggregate $3,630,405,882. 


ORGANIZED 1807 


To What Extent Will Rediscount Facilities 
Be Used? 


The question of paramount interest in con- 
nection with the opening of the Federal Re- 
serve bank is that which relates to the redis- 
counting provisions. The report of the Phila- 
delphia Reserve bank for the week ending 
December 5th showed rediscounts amounting 
to $808,506. The applications for rediscounts 
were made not as a matter of banking require- 
ments, but for sentimental reasons largely, and 
to “start the machinery.” Moreover, it can- 
not be expected that banks will avail them- 
selves of rediscounts with the official rate of 
discount ruling. from %4 to 1 per cent. above 
the open market rate for commercial paper. 
But what inspires most confidence is the as- 
surance that such facilities are now provided 
in ease of necessity. 


Trust Companies and the War Tax 


The trust companies of this city have in 
many instances followed the example of trust 
companies in New York City in claiming ex- 
emption under the War Tax Law on their 
capital, surplus and undivided profits. This 
exemption is based on the claim that such capi- 
tal, surplus and undivided profits are not used 
in the banking business as specified in the law. 
It is based also on the favorable decision by 
the courts in connection with the exemption 
claimed by trust companies when the Spanish 
War Tax Law was in operation. 


The Farmers & Mechanics National Bank 
has been approved reserve agent for the Aetna 
National Bank, Hartford, Conn. 

Chas. W. Pickering, Jr., assistant trust 
officer of the United Security Life Insurance & 
Trust Company, died recently, aged 44 years. 
He was widely known in local financial circles. 
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IN addition to acting in every fiduciary capa- 
city this Company makes a special feature 
of issuing 


Guaranteed 6% Certificates 


secured by First Mortgages on high grade real 
estate. Correspondence invited. 


SALT LAKE 


SECURITY & TRUST CO. 
SALT LAKE CITY, UTAH 


Capital and Surplus, $400,000.00 


Far-Reaching Effect of ‘‘ Interlocking 
Directorate’’ Prohibitions 
Although the official interpretation of Sec- 
tion 8 of the Clayton Law, applying to so- 
— “interlocking directorates” establishes the 
fact that these restrictions do not become 
operative until October 15, 1916, numerous 
changes are already announced as a result of 
this drastic piece of legislation. Judged from 
any. impartial standpoint this section of the 
Clayton Law must be regarded as one of the 
most vicious examples of legislation enacted 
during the past few years. Its unwholesome 
character is already apparent, and that it will 
ultimately result in a lowering of the standard 
of directorial administration cannot be ques- 
tioned. Here in Philadelphia none of the con- 
ditions exist to which this feature of the law 
is intended to apply. The participation of lead- 
ing bankers and financiers on the boards of 
National banks and irust companies has been 
one of the most valuable factors in conserva- 

tive and successful management. 

A Jist of banks, trust companies and individ- 
uals, affected by the Clayton Law, was re- 
cently coinpiled by ons ut the local daily news- 
papers. It contained the names of the most 
important National banks and trust companies 
as well as of leading bankers, financiers and 
men of business of Philadelphia. The process 
of disintegration of directorates which this law 
sets in motion must be a source of much annoy- 
ance and even embarrassment. Practically 
every National bank and trust company with 
deposits, capital, surplus and undivided profits 
aggregating over $5,000,000 will be directly af- 
fected by the prohibition. 


The Corn Exchange National Bank has been 
approved as a reserve agent for the Springs 
National Bank of Cambridge Springs, Pa. 

James R. McClure, Jt., has been elected presi- 
dent of the First Mortgage Guarantee & Trust 
Company, succeeding Wharton E. Harris, who 
has been for the last two years acting presi- 
dent. 


The Hawaiian Islands are a regularly 
organized Territory of the United States 


Trent Trust Co., Ltd. 


Honolulu, Hawaii 


Qualified and Equipped to Perform 
all the Functions of a Trust 
Company 


Correspondence Solicited 


Joseph Wayne, Jr., Elected Chairman, 
Group 1 

Joseph Wayne, Jr., president of the Girard 
National Bank, has been elected chairman of 
Group 1 of the Pennsylvania Bankers’ Associa- 
tion, comprising the banks and trust companies 
in Philadelphia city and county. E. P. Pass- 
more, vice-president and cashier of the Frank- 
lin National Bank, was re-elected secretary. 
The following members of the executive com- 
mittee were named: Thomas S. Gates, I. R. 
McAllister, Levi L. Rue, William T. Elliott 
and John H. Mason. 


** Preparedness is the Secret of Success” 

In the December “Digest of Trade Condi- 
tions,” issued by the Franklin National Bank, 
some interesting statistics are presented, show- 
ing general improvement since the outbreak of 
the war. The review concludes as follows: 

“One by one the trade barriers are being 
removed and things are righting themselves 
rapidly, although it is really unfortunate that 
because of conditions during the past few 
months, many American manufacturers are not 
now in a position to accept orders which are 
being offered them by brokers representing the 
warring nations. Many orders have been de- 
clined because of the probable inability of the 
manufacturers to deliver the goods within the 
specified time. Present conditions surely prove 
that ‘Preparedness is the secret of success.’ It 
is reasonably certain that no legislation will 


be proposed, or at least passed at the regular 


session of Congress, which will tend to hinder 
the return to normal business. The Adminis- 
tration stands pledged to favor no legislation 
which could ‘in any way disturb business.” 


The Pennsylvania Company for Insurances on 
Lives and Granting Annuities announced the 
removal of its Broad street office to the south- 
east corner of Juniper and Chestnut streets. 
The building has been remodeled throughout, 
and is now furnished with a modern and up 
to-date equipmient. 
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CONDITION OF PHILADELPHIA TRUST COMPANIES 


(Latest Available Statements) 


Belmont Trust Co 

Central Trust & Savings 

Chelten Trust Co 

Colonial Trust 

Columbia Av.Sav.Fd.,Safe Dep.T.& T. 
Commercial Trust 

Commonwealth Title Ins. & Trust... 
Continental Equitable Trust 

Empire Title & Trust Co 

Excelsior Trust & Saving Fund 
Fairmount Trust Co 
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Finance Co. of Pennsylvania, 1st pfd.. 
Finance Co. of Pennsylvania, 2d pfd.. 
First Mo: Guar. & Trust Co... 
Frankford 


Franklin Trust Co 
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Girard Trust Co 

Guarantee Trust & Safe De 
Haddington Title & Trust 
Hamilton Trust Co 
Holmesburg Trust Co 
Industrial Trust, Title & Savings... . 
Integrity Title Ins., Tr. & Safe Dep.. 
Kensington Trust Co 

Land Title & Trust Co 
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Manayunk Trust Co 
Market St. Title & Trust Co 


Mortgage Trust Co. of Pennsylvania. 
Mutual Trust Co 

Northern Trust Co 

North Philadelphia Trust 
Northwestern 


Nee ose Ins.on Lives& Grant Ann. 


Peele Mtge. & Trust Co 
Philadelphia Tr., Safe Dep. & Ins. Co. 
Provident Life & Trust Co. of Phila. . 
Real Estate Trust Co., Com 
Real Estate Trust Co., Pfd......... 
Real Estate Title Ins. & Trust Co... 
Republic Trust 
Rittenhouse Trust Co 
Tacony Trust Co 
Tioga Trust Co. ‘ 
United Sec. Life Ins. & Trust Co.... 
Wayne Junction Trust Co 
West End Trust Co 
West Philadelphia Title & Tr. Co. 


William P. Gest, vice-president of the Fi- 
delity Trust Company, is chairman of a com- 
mittee formed in the interests of the first mort- 
gage sinking fund 5s of the International 
Navigation Company. Bondholders have been 
invited to deposit their securities with the Fi- 
delity Trust Company in this city and with 
the Bankers’ Trust Company in New York. 

At the recent annual meeting of the West 
End Trust Company, retiring directors were re- 
elected. The year has been satisfactory, net 


Surplus and 
Undivided Last 
Sale 
112% 


36 
36% 


75 
100 
175 
237 
402 

92 

20% 

50 
110 
125 
610 
126 
110 

60 
164 

54 
101 
27344 

70 
875 
160 
110 


Deposits 
$632,163 
380,198 


12,515,621 
2,126,419 
2,126,419 
437,521 
467,954 
146,640 
449,154 
951,557 
156,380 

37,491, ‘487 

5,626,935 

38,696 

1,248,851 

94,669 

5,175,818 

4,193,898 

1,667,176 

10,262,227 

2,042,349 


28,227, ‘070 
1,271,228 


10,800,640 
10,479,660 
4,139,528 
4,139,528 
3,961,128 
1,076,868 
978,951 
953,998 
243,535 
1,270,063 
502,978 
6,295,344 
3,000,858 


profits amounting to $195,000, and the dividends 
of eight per cent. called for a distribution to 
shareholders of $160,000. 


An abstract of the latest official reports of 
the N&tional and State banks and trust ¢om- 
panies of Philadelphia, shows total deposits of 
all the institutions $751.927.y17. total capital, 
surplus and profits $205,206.77y and the com- 
bined resources $1,078.065.179. 
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Boston 
Special Correspondence 


Status of Industry and Banking in 
New England States 


It must be quite apparent that the industrial, 
business and financial interests of the New 
England section have problems of their own to 
solve in connection with the interruption of 
trade and credit courses caused by the war in 
Europe. At the same time it must be conceded 
that New England business and industrial in- 
terests have shown a remarkable capacity for 
adapting themselves to the unlooked for de- 
velopments of the past four months. Even 
before the first break occurred in Old World 
relations the situation in this part of the 
country was not too promising. We have no 
great agricultural resources to fall back upon 
and manufacture comparatively few of the 
products, the value of which has been enhanced 
by the war. Furthermore, the immense net- 
work of railways covering the New England 
States was undergoing a process of readjust- 
ment in accordance with the decrees of the 
courts and the Attorney-General’s office at 
Washington. The big army of investors in 
our railroad securities had to share the com- 
mon fate of charging off losses and reduced 
incomes. Likewise our principal industries, 
especially in the textile and milling branches, 
were endeavoring to work out their salvation 
in adapting themselves io a radical revision in 
the tariff laws. Shipping was also sadly inter- 
fered with by the prostration of international 
trade. 

Despite all these handicaps New England 
views the immediate future with philosophic 
assurance. Our people know how to practice 
economy and their habits of saving now play 
an important part in the restoration of busi- 
ness to normal proportions. Here in Boston 
there is a new spirit of enterprise among ex- 
porters and bankers which has for its purpose 
the creation of dollar credit facilities, and the 
extension of trade, particularly with South and 
Central American countries. With the re- 
establishment of an American’ mercantile 
marine it is logical that maritime interests on 
the New England seaboard will derive a new 
stimulus. 

The opening of the Federal Reserve Bank 
located in this city not only has created a 
strong feeling of confidence but has eased 
credit conditions and cleared the financial skies. 
The reduction of reserve requirements as a 
result of the establishment of the new Federal 
Reserve system creates an available surplus of 
about $23,000,000. But this will not be turned 


American 
Trust Company 


50 State Street BOSTON 


Chartered 1881 


Capital - - $1,000,000. 


Surplus (earned) over 2,300,000. 
Total Resources - 19,000,000. 


ACCOUNTS INVITED 





loose in business channels. It will be used con- 
servatively to finance business requirements. 
The retirement of all Clearing House loan 
certificates has been completed, the iargest 
amount issued at any one time being $11,385,000. 

The resourcefulness of New England busi- 
ness interests has perhaps never been so well 
illustrated as in connection with the discharge 
of foreign indebtedness. In criticising Boston 
bankers for not coming forward more freely 
in connection with subscriptions to the cotton 
loan fund, Secretary McAdoo stated that they 
needed $35,000,000 to meet maturing foreign 
indebtedness and that they subscribed $7,000,- 
000 to the $100,090,000 gold pool. It is a fact, 
however, that our merchants did not avail them- 
selves of the medium provided by the gold 
pool but took care of their liabilities. This is 
substantiated also by the fact that thus far 
only $7,000,000 of the $100,000,000 gold pool 
has been called for, the remainder of the initial 
23 per cent. subscription having been returned. 

The banks and trust companies of Boston 
subscribed $2,110,000 to the cotton loan fund. 

The trust companies of this city have shown 
remarkable progress in increasing their de- 
posits. Unofficial statements also indicate that 
there has been a satisfactory growth in the 
amount of new fiduciary business. 
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INCORPORATED 1869 


THe New ENGLAND TRUST ComMPANY 
BOSTON, MASS. 


CaPiTAL, $1,000,000 


SURPLUS AND PROFITS OVER $3,000,000 


TRANSACTS A GENERAL TRUST AND BANKING BUSINESS 


DEPOSITS - - - - - 
TRUST FUNDS - - - - 


1904 1914 
$16,000,000 $20,000,000 
- 6,000,000 28,000,000 


WRITE FOR OUR BOoKLET— THE MANAGEMENT OF TRUST PROPERTY “ 


JAMES R. HOOPER, PRESIDENT 


ARTHUR ADAMS, VICE-PRESIDENT 

GEORGE WIGGLESWORTH, VICE-PRESIDENT 
FREDERICK W. ALLEN, TREASURER 
THOMAS E. EATON, Assistant TREASURER 
EOWARD B. LADD, AssisTANT TREASURER 


ALEXANDER COCHRANE, VICE-PRESIDENT 
DAVID Ro WHITNEY, Vice-PrEesiDENT 
HENRY N. MARR, Secretary 

FRANCIS R. JEWETT, Trust OrFricer 
ORRIN C. HART, AssisTaANT TRUST OFFiceR 


JAMES H. SAWYER, MANAGER SAFE DEPOSIT VAULTS 


THE OLDEST TRUST COMPANY IN BOSTON 


Boston Trust Companies Claim Exemption 
Under War Tax 

Most of the trust companies of this city 
have been guided by the attitude taken by. the 
trust companies of New York City in filing 
their schedules claiming exemption under ‘the 
War Tax on their capital, surplus and un- 
divided profits. In view of the decision of the 
Federal courts in connection with the Spanish 
War Tax measure adopted in 1898, favoring 
exemption on behalf of the trust companies, 
it is properly assumed that the status of trust 
companies is the same under the latest special 
tax. There is no law in Massachusetts, such 
as exists in New York, restricting the invest- 
ment of capital to bonds and mortgages. But 
this does not change the status of Massachu- 
setts trust companies which have their capital, 
surplus and undivided profits invested in se- 
curities and not actively employed in the ex- 
tension of credits or in the business of bank- 
ing. 


The death of William Endicott, who was 
formerly identified with the .New England 
Trust Company, occurred recently at his home 
in this city. Mr. Endicott was also formeriy 
president of the Suffolk Savings Company and 
a trustee of the Provident Institute for Savings. 


State Institutions and the Federal 
Reserve System 

The operation of the Federal Reserve bank 
in Boston has thus far not created any defi- 
nite change in the attitude of State banks and 
trust companies in this section. It is expected 
that the Federal Reserve Board will define the 
conditions to which State institutions must 
comply as a result of the recent conference at 
Washington with representatives of trust com- 
panies, State and savings banks. It is also 
understood that a number of amendments will 
be submitted for further action in Congress to 
make the new system more acceptable to State 
hanks and trust companies. 


LIBERTY TRUST CO. 


BOSTON, MASS 
OPENED FOR BUSINESS, SEPTEMBER 10, 1907 


STATEMENT OCT. 21, 1913 
CAPITAL, $200,000 DEPOSITS, $3,400,000 
SURPLUS and UNDIVIDED PROFITS, $244,000 

OFFICERS 
GEO. B. WASON, President 
MELVIN O. ADAMS, Vice-Pres. 
ALLAN H. STURGES, Vice-Pres. and Treas. 
WM. H. SUMNER, Asst. Treas. 
J. HENRY MILEY, Asst. Treas. 


#2 Correspondence Invited. Collections a Specialty 
Siicbeiteanbabinineeenstitenieiiaaammemnmml 
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Lucius Teter 


President Chicago Savings Bank & Trust Company 
Elected a member of the Executive Committee of the Trust Company 
Section, American Bankers’ Association, at the last annual meeting 
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Chicago 


Special Correspondence 


New Reserve System Equalizes Rates and 
Stimulates Business 


Although the new Federal Reserve system 
is still in the incubator stage, and only four 
weeks have elapsed since the Seventh District 
Bank here formally opened its doors, it is al- 
ready clear that some new and distinctly favor- 
able factors have been introduced in the gen- 
eral banking and business situation. When it 
was announced by Secretary McAdoo that the 
Reserve banks would open simultaneously on 
November 16th there were not a few bankers 
who expressed the belief that it was not an 
opportune time, in view of the world-wide in- 
terruption of trade and finance, to apply a 
major-surgical operation in the revision of our 
National banking and currency system. Now 
that the ordeal is over all such doubts have 
disappeared and congratulations are in order. 

It is indeed surprising that the change from 
the old to the new régime was accomplished 
not only with such grace, but also attended by 
an almost immediate improvement in the money 
market, greater stabilization of rates and a 
broader demand for commercial paper. It was 
stated here that during the week following the 


opening of the Reserve bank the large National 
banks purchased nearly $5,000,000 commercial 
paper at 6 per cent. for thirty days, sixty days, 
and six months’ maturities. Prior to the advent 
of the new banking system it was almost impos- 
sible for commercial paper brokers to locate any 


market for their offerings. It is true that the 
demand for money is not near the point which 
bankers regard as normal; they are satisfied 
with the symptoms of increasing activity. Here 
in Chicago, the great European war, except for 
its sentimental and human side, does not loom 
up as a destructive factor. As the heart of 
the grain distributing machinery and as a mart 
for food and other supplies for both the non- 
combatants and the belligerents across the At- 
lantic, Chicago is just now reaping advantages 
which go far toward offsetting the adverse in- 
fluences of the war from which the whole coun- 
try suffers in common. Estimates give the 
amount of army supply orders from Europcan 
countries placed in the West at $25,000,000 since 
August Ist. It is largely because of the daily 
export clearance of nearly 1,000,000 bushels of 
wheat from the Atlantic and Gulf ports 
that the foreign exchange situation is righting 
itself, that gold is prevented from flowing out 
of the country and purchasing power at home 
is increased. The farmers of the great grain 
belt are now the providers for the whole 


537 
world, and numerous favored industries, supply 
houses and establishments are working at full 
capacity to fill foreign orders. 

It is also a remarkable circumstance that 
nearly all of the large National banks here re- 
port no loss of country bank balances as a 
result of the shifting of reserves to the !ederal 
Reserve bank. The pressure upon the item of 
deposits due to other banks will not become 
apparent until succeeding installments of the 
reserve are called for, because the release of 
cash reserves more than meets the require- 
ments of interior banks in adjusting their re- 
serve relations. But it is even questionable 
whether out-of-town bank balances will be 
seriously cut down when the final transfer of 
reserves is made. Reciprocal relations are so 
close and country banks have so many col- 
lateral advantages in maintaining their present 
relations with city correspondents that no loss 
of prestige or revenue is expected in this direc- 
tion. 


Successful Re-opening of Stock Exchange 
and Money Market 


Since the resumption of business on the Chi- 
cago Stock Exchange November 23d, the trad- 
ing operations have not only shown a firm 
price level as compared with July 30th closing 
quotations, but there appears likewise no disposi- 
tion to liquidate security holdings. Bonds 
listed on the local exchange are selling at 
higher prices than the minimum designated by 
the Stock Exchange Committee, and investment 
firms report increasing demand for municipals 
and short term securities. A great deal of new 
financing and refunding of maturing obliga- 
tions will have to be met during the next six 
months. The announcement of a favorable de- 
cision by the Interstate Commerce Commission 
in the railway rate increase appeal has exerted 
a strong influence in the minds of investors. 
The normal flow of currency and the creation 
of ample credit facilities also are leading fac- 
tors in support of the investment market. The 
banks are now well supplied with funds, and in 
addition to the cancellation of Clearing House 
loan certificates are retiring emergency cur- 
rency notes. Of the $20,000,000 subscription to 
the National cotton loan fund apportioned to 
the banks in the Chicago reserve district the 
banks of this city contributed $12,000,000. The 
first weekly statement of the Chicago Federal 
Reserve Bank showed capital of $2,195,188, de- 
posits of $38,127,000, loans and discounts of 
$1,130,522. The first National and the Conti- 
nental and Commercial National Bank were the 
first to apply for and receive the new Federal 
Reserve notes. The official 30 day discount 
rate has been reduced from 6 to 5% per cent. 
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The First National Bank of Chicago 


and the 


First Trust and Savings Bank 


Owned by the same stockholders and governed by the same 
board of directors, alive to changing banking conditions, offer 
to Banks, Bankers and Trust Companies efficient service. 


The facilities and experience gained during half a century, 
together with complete organization and equipment, enable 


these 
satisfactory. 


institutions to make a connection valuable and 


Correspondence is invited relative to the advantages 


afforded. 


Combined Deposits, $187,218,453 


Trust Companies Protest Against Payment 
of War Tax 


Most of the trust companies in this city made 
payment of the war. tax on bank capital, sur- 
plus and undivided profits, under protest. This 
action is based on the ground that the capital, 
surplus and undivided profits of trust com- 
panies are not employed in the business of 
banking as defined in the new tax law. The 
exemption of trust companies was clearly de- 
fined in connection with the appeals made by 
the Farmers Loan & Trust Company and the 
Central Trust Company of New York when 
the Spanish War Tax was enforced. 


Merchants Loan & Trust Co. Statement 


The statement of financial condition issued 
by the Merchants Loan & Trust Company, un- 
der date of November 25th, reflects progress in 
the various departments. Resources aggregate 
$61,591,736 and include loans and discounts 
$31,808,652; bonds and mortgages $10,554,559; 
due from banks and bankers $10,498,223; cash 
and checks for Clearing House $8,155,412. 
There also appears the item of “customers’ lia- 
bility mercantile acceptances” $360,357. De- 
posits total $50,378,087, with capital of $3,000,- 
000, surplus $6,000,000 and undivided profits 
$1,670,173. 


George B. Caldwell Accepts New York Office 


George B. Caldwell, vice-president of the 
Continental and Commercial Trust and Savings 
Bank, who is well known to readers of Trust 
ComPANIES as a frequent contributor to its 
pages, has resigned his position to become 
president of the Sperry & Hutchinson Company 
and of the affiliated Hamilton Corporation of 
New York, which is considered one of the lar- 
gest premium enterprises in the world. He will 
also be president of the Sperry Realty Com- 
pany of New York. 

Mr. Caldwell recently retired from the presi- 
dency of the Investment Bankers’ Association 
of America, of which he was one of the found- 
ers. His many friends regret that Mr. Cald- 
well leaves the banking field but extend best 
wishes for his success in his new associations 


Illinois Trust & Savings Bank 


The November 25th statement of the Illinois 
Trust & Savings Bank shows combined re- 
sources of $110,478,946, including loans of 
$62,946,267, stocks and bonds of $26,002,858, 
cash and exchange of $21,529,820. Deposits ag- 
gregate $93,872,215 with capital stock amount- 
ing to $5,000,000, surplus fund $10,000,000 and 
undivided profits. of $818,116. 
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The Youngest Bank President in Chicago 


The recent election of James B. Forgan, Jr., 
as president of the Second Security Bank of 
Chicago, is interesting not only because he is 
the youngest bank president in this city but 
also as a member of a sturdy, successful family 
of bankers. He is the son of James B. For- 
gan, president of the First National Bank. He 


Copyright Moffett Studio 
James B. Forcan, Jr. 


ELECTED PRESIDENT SECOND SECURITY BANK 
OF CHICAGO, ILL. 


is also vice-president of the Security Bank of 
Chicago, which is affiliated with the Second 
Security Bank, having combined deposits of 
$4,057,467, capital of $600,000, surplus and un- 
divided profits of $252,000. The Second Se- 
curity Bank was organized in 1911, when Mr. 
Forgan was made cashier. 


The Northern Trust Company 
The Northern Trust Company reports under 


date of November 25th total resources of 
$33,958,169 with loans, bonds and stocks amount- 
ing to $23,658,010, due from banks $3,139,733, 
cash on hand and checks for clearings $5,756,- 
505. Demand and time deposits amount to 
$28,045,504, capital $2,000,000, surplus fund 
$1,500,000 and undivided profits $1,092,321. 
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Chicago State Banks and Trust Companies 


A statement of the condition of the State 
banks and trust companies in Chicago at the 
opening’ for business on November 25th, as 
compiled by State Auditor James J. Brady, 
shows total resources of $621,626,123, an in- 
crease of $12,231,091 over resources on Sep- 
tember 14, 1914, the date of the last statement. 
Since that time there has been an increase of 
one bank in Chicago. Total deposits, includ- 
ing due to banks, were $510,520,699, a decrease 
of $5,117,037. Total cash and due from banks 
were $123,386,776, an increase of $992,109. The 
percentage of reserve to deposits was 24.16. 


Continental & Commercial Trust & 
Savings, Bank 


The statement rendered by the Continental 
and Commercial Trust and Savings Bank No- 
vember 25th shows total resources of $28,729,- 
318, with loans of $11,576,155, cash and due 
from banks $4,144,345, bonds and _ securities 
$13,008,816. Capital, surplus and undivided 
profits amount to $5,019,351 with total deposits 
of $23,518,142. 


Chicago Brevities 


Although Chicago bank clearings for Novem- 
ber show a decrease of $130,336,892, or I0 per 
cent., as compared with last year, the aggregate 
clearings for the eleven months of 1914 are only 
1.7 per cent. less than for the corresponding 
period of 1913. 

Marcus Jacobowsky has resigned as assist- 
ant treasurer of Cook county to become a vice- 
president of the Fort Dearborn National Bank. 

The Continental & Commercial National Bank 
has been approved reserve agent for the Bank 
of Charleston, N. B. A., Charleston, S. C., the 
First National. Bank of Sterling, Ill., and the 
First National Bank of Marino, III. 

The First National Bank has been approved 
reserve agent for the Merchants & Planters Na- 
tional Bank, Gaffney, S. C., the Davenport Na- 
tional Bank, Davenport, Wash., the Farmers 
National Bank, Westervelt, Ill., the Bank of 
Charleston, N. B. A., Charleston, S. C., Creigh- 
ton National Bank, Creighton, Neb, and the 
First National Bank of Mallard, Ia. 

The Central Trust Company of this’ ¢ity has 
issued a current “Digest of the Documentary 
Stamp Tax,” which became effective Tuesday, 
Dec. 1. 

The election of James B. Forgan, president 
of the First National Bank of Chicago, to the 
office of president of the Advisory Council of 
the Federal Reserve system, is. regarded here 
as a fitting tribute to his many qualifications. 
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A Medallion to Commemorate Opening of been made for the bankers of Chicago to com- 
Reserve Banks memorate the important epoch of the financial 
A handsome bronze medallion portraying the history of the United States which occurred 
features of President Wilson in bas relief has with the opening of the Federal Reserve banks, 
One hundred and fifty of the medals 
have been struck off by the Illinois 
Bankers’ Association for distribution to 
the first officers and directors of the 
new system in recognition of the honor 
conferred upon them and as a reminder 
of the high trust undertaken in behalf 
of the people of the United States. 


Arthur Reynolds Comes to Chicago 


Arthur Reynolds, president of the 
Des Moines National Bank and a 
brother of George M. Reynolds, Tues- 
day was elected a director and first 
vice-president of the Continental and 
Commercial - National Bank of Chicago. 
Mr. Reynolds is a banker of long and 
wide experience. He has been actively 
connected with the American Bankers’ 
Association for about twenty years. He 
has heen the association’s treasurer, 
chairman of the executive council, vice- 


; president and president, his term in the 
BRONZE MEDALLION COMMEMORATING OPENING OF FEDERAL Jatter office having expired last October. 
RESERVE BANKS 


CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and Clozing 
Undivided Book Quotations 
Capital Profits Deposits Value Bid Asked 


NS SE oR ee $4,500,000 $1,739,745 $39,230,297 138 210 220 
Chicago Savings Bank & Trust Co 1,000,000 289,163 6,445,552 128 140 145 


Citizens Trust & Savings ,000 29,101 509,480 158 200 210 
*Continental & Commercial Trust & Savings... 2,019,352 23,520,478 167 <ach 
Drovers Trust & Savings 250,000 226,469 3,925,253 190 
+First Trust & Savings 4,745,087 57,484,481 194 
Franklin Trust & Savings 300,000 145,078 986,111 172 
Guarantee Trust & Savings 200,000 65,419 510,496 132 
Harris Trust & Savings 2,804,841 15,743,454 286 
tHibernian none Association 7 1,486,752 27,294,492 174 
Home Bank & Trust Co 104,529 1,373,893 134 
Illinois Trust & Seteas 10,818,117 93,872,215 316 
Kenwood Trust & Savings 200 129,591 2,031,163 164 
Lake View Trust & Savings 124,395 1,932,247 141 
Market Trust & Savings ; 2 34,970 331,187 117 
Mercantile Trust & Savings. 66,077 1,300,318 128 
Merchants Loan & Trust Co 000, 7,670,173 50,378,007 355 
Michigan Av. Trust & Savings 200,000 68,586 1,145,701 134 
Mid-City Trust & Savings 171,300 2,286,823 134 
Northern Trust Co 1,592,321 28,945,594 179 
Northwestern Trust & Savings 00, 146,618 4,073,924 148 
_ Colony Trust & Savings 200, 52,437 476,699 126 
Ne ae s Trust & Savings 277,455 - 7,368,395 155 
liman Trust & Savings 337,045 3,947,478 215 
Eheriion Trust & Savings 200 48,663 1,445,625 124 
Standard Trust & Savings 460,972 5,232,155 146 
State Bank of Chi 1,500, 3,082,958 24,342,710 305 
8Stockmen’s Trust & i 200,000 67,670 990,428 133 
Union Trust Co 1 1,773,695 20,564,182 247 
West Side Trust & Savings 400, 159,970 3,980,790 179 
Woodlawn Trust & Savings 133, 024 1,542,898 166 


*S8tock owned by Continental & Commercial National Bank. {Stock owned by First National Bank 
tStock owned by Continental & Commercial National Bank. Corrected by F. M. Zeiler & Co. 
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St. Louis 


Special Correspondence 
Completion of Cotton Loan Fund and Relief 
for the South 
Although cotton exports are still far behind 
the normal movement and the December sta- 
tistics issued at Washington show that the 
crop reaches the big total of 15,966,000 bales, 
exclusive of linters, there is no doubt that the 
situation in the South and’ Southwest has been 
much relieved. The three principal factors are 
the successful completion of the $135,000,000 
cotton loan fund, the creation of more ample 
ciedit facilities through the operation of the 
Reserve banks located in this city, Atlanta, 
Richmond, Dallas and Kansas City, and the 
removal of the embargo on cotton as contra- 
band of war. The creation of the cotton loan 
fund is exerting precisely the same wholesome 
influence in connection with the cotton situa- 
tion that the $100,000,000 gold’ pool had in 
restoring the foreign éxchange market. It is 
the moral effect and the assurance of loan 
facilities which make this fund a potent factor. 
It does not necessarily follow that this loan 
fund will be heavily called upon by Southern 
banks or, holders of cotton, but it prevents de- 

moralization in the market. 

St. Louis contributed more than its share to 
the cotton fund in subscribing $11,557,100. Con- 
sidering the unusual burdens imposed upon 
banks and trust companies in connection with 
the establishment of the Federal Reserve bariks, 
contribution to the National gold fund and in 
meeting “war time” conditions, the resource- 
fulness of our. financial institutions is worthy 
of comment. At the same time the credit and 
money situation throughout this section and 
the South has been very much improved by 
the operation of the Reserve banks. 

As a tribute to his invaluable services in 
originating and in aiding the completion of the 
cotton loan fund Mr. Festus J. Wade, president 
of the Mercantile Trust Company, was the 
guest of honor at a dinner given recently at 
the St. Louis Club. Other guests were the 
heads of hanks, trust companies and corpora- 
tions which were participants in the subscrip- 
tions. The dinner was given by the committee 
which assisted Mr. Wade and which includes 
Geo. W. Simmons, Murray Carleton, Thomas 
W. McKittrick, A. L. Shapleigh, D. R. Calhoun, 
Davis Eisman, F. C. Rand, Geo. W. Brown, and 
James M. Sloan. 


Rolla Wells, governor of the St. Louis Fed- 
eral Reserve Bank was chosen by the board of 
directors of the bank to represent District No. 
& on the Federal Advisory Committee of the 
new banking system. 








ARKANSAS 


Located at Little Rock, in the very center of this 
rapidly developing State, we offer exceptional facili- 
ties for the handling of your Arkansas business. 

Inquiries concerning Arkansas gladly answered. 


Capital and Surplus, $650,000.00 


Total Resources, - 2,300,000.00 


Southern Trust Company 


LITTLE ROCK, ARKANSAS 
** Strongest in the State”’ 





St. Louis Reserve Bank to Handle 
Checks at Par 


The St. Louis and Kansas City Federal Re- 
serve banks are taking the initiative in extend- 
ing the functions of the new system in col- 
lecting checks and drafts for member banks. 
Notice has been sent to that effect to the 
member banks in the St. Louis district. Checks 
and drafts will be received at par and the pro- 
ceeds credited to the member banks presenting 
them. This applies to checks and drafts drawn 
on any Federal Reserve Bank, and those drawn 
on any member bank in this district. In effect 
it abolishes the charges upon such items for 
member banks. 

The member banks are also beginnirig to take 
advantage of the rediscounting facilities pro- 
vided. The statement of the St. Louis Federal 
Reserve Bank for the week ending December 
4th shows rediscounts of $1,605,000, total cash 
of $11,568,000, gold $10,177,000, deposits $11,- 
851,000 and Federal Reserve notes $413,000. 





St. Louis Brevities 


Total resources of the State banks and trust 
companies of Missouri amount to $460,527,322, 
compared with $467,117,985 a year ago. De- 
posits decreased $15,221,549. 

The entire stock holdings of the W. H. 
Thompson Trust Company in the National 
Bank of Commerce, approximating $1,000,000, 
have been sold to a Kansas City syndicate of 
bankers. 


At the recent annual meeting and banquet 
of the Tennessee Society in St. Louis, Frank O. 
Watts, president of the Third National Bank. 


was unanimously elected president of the 
society. 


George W. Doonan, commercial agent in 
charge of the New York office Of the Bureau 
of Foreign and Domestic Commerce, has 


opened a branch office of the bureau in this 
city. 
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Stimulating Effect of War on Real Estate 
Loans 


There is at least one important branch in 
the investment field which is not adversely af- 
fected by the European war. In connection 
with the close of the fiscal year of the Mercan- 
tile Trust Company recently, Mr. J. B. Moberly, 
real estate loan officer of the company, pre- 
sented a report which was decidedly interesting. 
Commenting on the market for real estate loans 
Mr. Moberly said: 

“While the European war caused a depression 
in many lines of business, its effect on the 
market for real estate loans was stimulating, 
to judge from the substantial increase in or- 
ders since August Ist. Last week witnessed 
the end of the fiscal year of the Mercantile 
Trust Company, and it also marked the closing 
of the most successful twelve months in the 
history of the real estate loan department. 
The totals for the year showed a splendid in- 
crease over 1913, but the months immediately 
following the declaration of war by the Euro- 
pean nations exhibited the greatest . strength. 
In those months the increased demand on the 
part of investors brought the loans to a point 
where they showed a remarkable gain over the 
corresponding months of 1913, and that period 
of last year was above the standard of preced- 
ing years. 

“The increase is traceable to the closing of 
other markets for investment and the diver- 
sion of new funds into this channel.by inves- 
tors, who have heretofore paid scant attention 
to mortgages. 
recognized as former investors in corporation 
securities. Their entry in this field will doubt- 
less be permanent, as the strength and dura- 
bility of real estate securities has never been 
more forcibly emphasized than under the pres- 
ent conditions. 

“A large amount of dormant money has also 
found its way into mortgage loans, and helped 


Many of these buyers were - 
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materially in bringing about this satisfactory 
condition. 

“Another gratifying feature was a number 
of orders recently received from Europe, while 
many customers in ‘the war zone signified a 
desire to increase their holdings in real estate 
notes when conditions have become so adjusted 
that forwarding of drafts and the receipt of 
securities can be accomplished with safety and 
without inconvenience. 

“Altogether,” Mr. Moberly stated in conclu- 
sion, “there was abundant evidence throughout 
the year of the liquidity of good loans on real 
estate, and that investors of every class are 
becoming more imbued with the idea that mort- 
gages, particularly first mortgage real estate 
serial notes, properly safeguarded, represent the 
highest type of investment, in good times as 
well as in time of financial ,depression—non- 
speculative and non-fluctuating.” 


Official Changes in Commerce Trust 
Company, Kansas City, Mo. 


In accepting the position of chairman of the 
board and Federal Reserve agent of the Eighth 
District (Kansas City) Federal Reserve Bank, 
Mr. J. Z. Miller, Jr., resigned his connection 
with the Commerce Trust Company of Kansas 
City as vice-president. -At a recent meeting of 
the board of directors of the company R. C. 
Menafee, formerly treasurer, was elected vice- 
president to fill the vacancy and J. Zach Miller, 
son of the retiring vice-president, was elected 
treasurer to succeed Mr. Menafee. W. T. 
Kemper is presideft of the company. It is 
stated also that a vice-presidency in the com- 
pany has also been tendered to John T. Michell, 
State Bank Superintendent of Missouri. 


The total value of manufactured products in 
St. Louis for the fiscal year ending June 30, 
1914, was $378,731,470, a gain of $33,075,032 
over the preceding year, according to a bulletin 
made public by the Bureau of Labor Statistics. 





LATEST STATEMENTS OF ST. LOVIS TRUST COMPANIES 


$191,069 $3,009 
79, 


Par Book 
Value Div. Value{Bid Asked 
ae a. 119° 

5 .720 100 8% 
78,632 1,151,229 100 5 
61,131 3,326,560 100... 
21,188 787,204 100 8 


155 
200 
110 
120 


6,810,103 27,075,092 100 18 
5,370,725 16,090,032 100 16 


136,554 5 

6.313. 477 26,635,023 100 *16 

74,804 100 i 
oO 


276 
125 
138°458 296,550 50 8 
30,246 493,737 100 6 


65 66 
150%175% 
115 125 
Corrected by A. G. Edwards & Sons, 410-412 Olive St., St. Louis, and 1 Wall St., New York. 


* Not including extra dividend. + All quotationsas of July 30,1914. Statements as of Oct. 31, 1914. 



















Pittsburgh 


Special Correspondence 
An Unmistakable Change in the Steel Trade 


There was probably no branch of industry so 
adversely affected by the prostration of trade 
and business as a result of the war as the steel 
trade. The break-down in exports lowered the 
production of steel mills to less than 50 per 
cent. of capacity. But. it- would not be sur- 
prising if the steel industry should be among 
the first to respond to general improvement 
in domestie banking and investment conditions. 
It is pointed out that the creation of a large 
volume of surplus reserves by the introduction 
of the new banking system- will help very 
materially to stimulate business, and that funds 
will be available for new financing. The re- 
lease of capital for investment is the crying 
need, and with money rates on a fair basis 
the railroads and corporations are expected 
to enter the market very shortly to fill their 
requirements. A favorable decision is looked 
for in the railway rate appeal case before the 
Interstate Commerce Commission. But what 
contributes more than anything else to the 
hopeful sentiment now prevailing in the steel 
trade is that Congress will not undertake any 
more legislation to control or interfere with 
the normal progress of business. 


Banking and Trust Company Situation 


Although clearings of the Pittsburgh Clearing 
House Association for the eleven months of 
this year show an average decrease of about 
10 per cent. compared with 1913, the situation 
there is steadily improving. The opening of 
the Pittsburgh Stock Exchange was satisfactory 
from the standpoint of price stability. The re- 
ports of banks “and trust companies also indi- 


cate increasing activity. The combined State- . 


ments of Pittsburgh National banks, trust com- 
panies and State banks, show capital of $57,- 
851,100; surplus and undivided profits, $93,142,- 
351, of which the trust companies alone hold 
$57,706,626 and deposits $416,267,866. 





At the annual meeting of the stockholders 
of ‘the Fidelity Title and Trust Company, 
the following directors were re-elected for 
the term of three years: H. S. A. Stewart, 
Edward T. Dravo, James H. Reed, Cyrus S. 
Gray and T. Clifton Jenkins, 

The Dollar Savings Fund and Trust Com- 
pany, which owns the Second National Bank, 
has purchased controlling stock interest in the 
First National Bank by an exchange of stock. 
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FIDELITY 
TITLE AND TRUST 
COMPANY 


341-343 Fourth Avenue 
PITTSBURGH, PA. 


Capital, Surplus and Undivided Profits 
$7,750,000.00 


Interest paid on deposits 


Loans on approved col‘ateral 
Acts in all Trust Capacities 
Safe Deposit Boxes for Rent 





The newly organized Butler Trust Company 
of Butler, Pa., formally opened for business 
with A. L. Reiber, president. 


Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 


TRUST COMPANIES PUBLISHING ASSOCIATION 
No. 1 Liberty St., N. Y. City 
Long Distance — 5523 John 
C. A. Luunow, Editor and Publisher 


Advertisements of trust companies, banks, finan- 
ciel institutions and advertisers who wish to use 
: columns of TRUST COMPANIES 
for publication at rates which will 

be sent on cqgmaatiee. 
Insertions of meetings, dividends, statements, or- 
ganizations, etc., es 


UST COMPANIES is $3.00 


Entered at the New York Fou Office as Second 
Class Mail Matter 
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Baltimore 


Special Correspondence 


Baltimote and the Fifth District Federal 
-Reserve Bank 


The absurdity of ignoring the claims of 
Baltimore in establishing the Federal Reserve 
Bank of the Fifth District at Richmond is be- 
coming more apparent from day to day since 
the operation of the new system. Up to the 
present time the official discount rate of 5% 
per cent. for 35 day maturities and 6 per cent. 
for long term paper operates against making 
use of the rediscount facilities of the bank at 
Richmond. But as the new system is developed 
the difficulties of forwarding bills of exchange 
and collections will be multiplied. Baltimore is 
grewing in importance by leaps and bounds as 
a shipping center. It is rapidly outstripping 
its competitors in the exportation of grain. 
Particularly at this time, with heavy shipments 
of grain to Europe, the banking resources of 
the city are actively needed in meeting the 
requirements of shippers. 

Little hope is entertained that the Federal 
Reserve Board will change the location of Re- 
serve bank centers. But it is pointed out that 
if politics is permitted to cut as much figure 
in the administration of the Reserve system as 
it did in the selection of reserve cities the use- 
fulness of the new plan may be seriously en- 
dangered. 


Maurice H. Grape Becomes Vice-President 
Union Trust Company 


The announcement of the retirement of Mr. 
Maurice H. Grape, as vice-president of the 
Continental Trust Company, to accept the office 
of vice-president and director of the Union 
Trust Company of this city will be of interest 
to his many friends in trust company and bank- 
ing circles. Mr. Grape has been particularly 
active in the work of the Trust Company Sec- 
tion of the American Bankers’ Association, and 
was elected a member of the Executive Com- 
mittee after serving as vice-president for the 
State of Maryland. 

New interests have become associated with 
the Union Trust Company, which will be in- 
valuable in building up the banking and trust 
business of the company. Mr. John M. Dennis, 
head of the large grain exporting firm of 
Louis Miller Company, has been elected presi- 
dent, -succeeding Charles T. Crane, who has 
been serving as president since the death of 
George Blakiston. Mr. Dennis recently ac- 
quired. the stock interest held by the late 


Mr. Blakiston in the Union Trust Company, 
and it is his intention, at a little later date, to 
give his entire time to the trust company. 
Mr. Grape brings to his new duties abilities 
and a training of the kind, which are pre- 
cisely such as are required in connection with 
developing the business of the Union Trust 


Maurice H. Grare 


RECENTLY ELECTED VICE-PRESIDENT UNION TRUST COMPANY 
OF BALTIMORE, MD. 


Co. After leaving school he entered the em- 
ploy of a National bank, and in 1901 accepted 
a position as teller with the Continental Trust 
Company. After serving in that capacity a 
short time he was elected assistant treasurer 
and in January, 1913, was elected vice-presi- 
dent. The good wishes of his many friends 
accompany Mr. Grape in assuming his new 
office. The executive management will also 
have the advantage of an unusually strong di- 
rectorate, consisting of the following: William 
H. Grafflin, chairman of Executive Committec, 
John M. Dennis, Carl R. Gray, George F. Ran- 
dolph, Thomas O’Neill, William T. Shackei- 
ford, Gustav A. Schlens, Ferdinand A. Meyer, 
Frederick C. Seeman, Frank J. Caughy, Wash- 
ington I. Tuttle, Maurice H. Grape, Charles T. 
Crane, Charles E. Fink, John Keating, Henry 
H. Head. . 
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30th YEAR OF SERVICE 


Mercantile Trust & Deposit Company 


OF BALTIMORE 
Capital, Surplus, and Undivided Profits, $4,695,402 


Largest capital and surplus of any financial institution in Maryland, or any Southern State. 
We offer our services in any or all of the capacities properly exercised by Trust Com: 


and will give the most careful attention and the benefit of our long experience to all 


entrusted to our care. 
FRED G. BOYCE, Jr., Vice-President 


Continental Trust Company Appointments 


President S. Davies Warfield, of the Conti- 
mental Trust Company of Baltimore, announces 
a number of new appointments in the official 
family of that company. H. Hyland Cox has 
been made assistant treasurer, James S. Miller, 
trust officer, Joseph A. Wherrett, teller, William 
M. Lunn, auditor, H. J. Volker and H. M. 
Warfield, Jr., special representatives. 


Vice-President R. L. Rutter, of the Spokane 
& Eastern Trust Company, of Spokane, Wash., 


in the December “News Letter,” issued by that 
company reviews the mortgage loan situation in 
that section, as follows: “Mortgage loans are 
ranging easier. Central business property loans 
in Spokane are now being handled at 6 per cent. 
Farm loans in the Palouse are being made as 
low as 7 per cent. Demand for mortgages by 
local investors is the heaviest we have known 
in many-years. Farm loans are particularly 
preferred. Interest payments on mortgages 
continue all that could be asked. At the close 
of the bank’s fiscal year on November 3oth, 
there were outstanding practically $2,600,000 
in mortgage loans made by the Spokane & 
Eastern Trust Company. On these there was 
not a cent of interest in arrears.” 


tters 


A. H. S. POST, President 


The New Day 


President Chas. S. Calwell, of the Corn Ex- 
change National Bank, writing in the latest 
issue of The Advance, “the publication of the 
bank, says: 

“This country is not suffering from the ef- 
fects of the war. It is suffering from too much 
legislation. The Democrats alone are not to 
blame. Republicans and Progressives also come 
under this indictment. But the laws of trade 
cannot long be interfered with, and we are not 
surprised to be daily receiving encouraging re- 
ports that sentiment is changing. Magazines 
are preaching efficiency. Newspapers are seek- 
ing everywhere for scraps of optimistic busi- 
ness news. Nearly everyone is supporting the 
railroads but the I. C. C., and they are so over- 
whelmed with. work that they are afraid of 
deciding anything. When have the people of 
any State voted like they did a few weeks ago 
in Missouri in favor of the railroads? . Even 
the President has felt the necessity of issuing 
an encouraging letter which contains the state- 
ment: 

“*No doubt in the light of the new day with 
its new understandings the problems of the 
railroads. will also be met and dealt with in a 
spirit of candor and justice.” 
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Cleveland 


Special Correspondence 
Suggested Revision of Ohio Banking Laws 


Some of the laws on the Ohio statute books 
governing the operations of State banks and 
trust companies are still of the kind that may 
be termed “archaic” and in view of the many 
changes in the Federal banking laws, there is 
a growing sentiment for a complete codifica- 
tion and revision of the code. In his annual 
report State Banking Superintendent Emery 
Lattanner suggests some changes which are de- 
sirable, and which would correct certain weak- 
nesses. Most of his recommendations refer to 
the Kennedy act which relates to private bank- 
ers. The Bank Superintendent wo. . have the 
laws amended so that private bankers would 
have to put up capital stock, and a more rigid 
provision is advised which would place every 
individual- or firm, not now coming under the 
designation of “Bank,” “banker,” or “trust com- 
pany,” but receiving deposits, subject to super- 
vision. 

There are doubtless a number of advisable 
‘changes in regard to trust companies. Their 
fiduciary powers should be clearly set forth 
and broadened, so as to correspond with trust 
company laws in most other States. 


Cleveland Brevities 


The latest official report of the Superior Sav- 
ings and Trust Company indicates excellent 
progress with principal items as follows: 
Loans, -$6,574,908; cash and due from banks, 
$1,592,637; total resources, $11,460,109; de- 
posits, $0,860,971. The capital is $500,000, sur- 
plus and profits $1,090,139. 

Col. J. J. Sullivan, president of the Central 
National Bank and of the Superior Savings & 
Trust Company, was toastmaster -at the ban- 
quet given in celebration of the opening of the 
Cleveland Federal ‘Reserve Bank. 

The Cleveland Trust Company reports total 
resources of $36,593,650, capital stock $2,500,000, 
surplus fund $2,500,000," undivided profits 
$171,564. 

The Guardian Savings & Trust Company re- 
ports total resources of $29,128,599 with capital 
$2,000,000, surplus $2,000,000 and undivided 
profits $280,938. 

The Citizens’ Savings & Trust Company 
shows combined resources of $54,751,945, capi- 
tal $4,000,000, surplus fund $2,500,000, and un- 
divided profits $1,001,371. 


The Cleveland Trust Company has issued, 
in pamphlet form, a “Digest of the Documen- 
tary Stamp Tax.” 


New Orleans 


Special Correspondence 


Constitutional Amendments Favor Banks 
and Business 


. As a result of the State-wide campaign made 
by the Progressive Union of New Orleans a 
number of amendments were approved at the 
last election and adopted by the General As- 
sembly. One of the amendments removes the 
objections to the constitutional provision that 
all personal possessions shall be taxed equally, 
money on hand and on deposit and money 
loaned out on interest, the same as property 
is taxed. This was not the original intent of 
the provision, but court decisions favored the 
extension of authority to assessors to include 
such money on hand, deposit or out on interest 
on their assessment rolls. The result of this 
was that many important business concerns 
transferred their funds to adjoining States, 
where there was greater immunity from taxa- 
tion. Funds were withdrawn: from local banks 
and trust companies which should have re- 
mained here in the ordinary course of busi- 
ness. The amendment recently adopted ex- 
empts ‘money in hand and on deposit from 
taxation. Another amendment permits foreign 
banking corporations to lend money in the 
State of Louisiana, open offices, buy and sell 
foreign exchange without being subject to a 
prohibitive tax. One prime result is that it 
will not only keep funds for local employment 
in our banks and trust companies, but also 
attract capital from outside sources. 


New Orleans Brevities 


If the resolutions adopted at the recent In- 
ternational Trade Conference held at Memphis, 
Tenn., should be effective, the financial, export- 
ing, importing and other interests of the Mis- 
sissippi Valley will join in the organization of 
a great American banking corporation to es- 
tablish branch banks in the Latin-American 
Republics. There were delegates to the con- 
ference from seventeen Mississippi Valley 
States. 

The Mortgage Securities Company has made 
arrangements through the Interstate Trust & 
Banking Company for $1,000,000 for cotton and 
$1,000,000 for sugar loans. This may be in- 
creased if necessity arises. The Mortgage Se- 
curities Company guarantees the loan through 
the Interstate as trustee. 

J.B, Pike, assistant cashier of the Hibernia 
Bank and Trust Company, has, been appointed 
cashier of the Federal Reserve Bank at Atlanta. 
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Detroit 


Special C. orrespondence 


Michigan Trust Companies and Federal 
Reserve Act 


The status of trust companies in Michigan 
in connection with the question of seeking 
membership in the Federal Reserve system is 
somewhat different from that which exists in 
most other States. Here the trust companies 
are strictly limited by law to fiduciary func- 
tions, and they do not receive checking de- 
posits or operate banking departments. 
have therefore devoted their attention to de- 
veloping expert trust services and demonstrate 
that trust companies can be profitably con- 
ducted without exercising banking powers. It 
is doubtful if any change in the situation would 
-benefit either the trust companies or the pub- 
lic which they serve. The high character of 
specialized service and the efficient, economical 
manner in which the various branches of trust 
work are conducted have secured for the trust 
companies of Detroit a position which is truly 
distinctive. They are recognized freely by the 
courts in connection with judicial appointments, 
particularly in receiverships. The volume of 
business is such that the trust companies have 
been enabled to employ staffs of trained men 
and experts. The result has been to the a- 
vantage of the public, and there appears to be 
little sentiment for any change in the laws af- 
fecting trust companies. 

Membership in the Reserve system would 
imply no advantage to, trust companies in 
Michigan, inasmuch as the Federal law is de- 
signed primarily for the promotion of commer- 
cial banking. It is probable, however, that 
changes will be made .in the laws to render 
it possible for State banks to apply for mem- 
bership. 


Additional Quarters for Security Trust Co. 


The Security Trust Company of Detroit has 
obtained larger quarters for its growing busi- 
ness through the consolidation of the Wayne 
County & Home Savings Bank and the Michi- 
gan Savings Bank, the latter institution va- 
cating the quarters in the Moffat block, which 
it occupied jointly with the Security. 

The Security Trust Company commenced 
business July 2, 1906, with a paid-in capital 
of $500,000, and a surplus of $550,000. In the 
latter part of 1908 the company moved into its 
present offices. The first president of the com- 
pany was M. J. Murphy, and upon his resigna- 
tion, Charles C. Jenks was elected to the presi- 
dency. Mr. Jenks is a man of wide experience 
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Security Trust Company 
Capital and Surplus, 
One Million Dollars 


Executes trusts of every nature 
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Audit Department 
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and large affairs. He was president of the 
Michigan Savings Bank prior to the consolida- 
tion, and is president of the Commercial & 
Savings Bank at St. Clair, and an officer and 
director of a number of important industrial 
corporations. 

In the spring of 1909 Charles Patch, formerly 
third vice-president of the Cleveland Trust 
Company, assumed the active vice-presidency 
of the company. Mr. Patch has been in the 
banking and trust company business for up- 
ward of 25 years. 

The growth of the Security Trust Company 
has been a healthy and steady one. In: addi- 
tion to dividends paid to stockholders annually 
it has accumulated undivided profits of over 
$300,000. Its executive committee and board 
of directors include a large number of the 
officers of the leading banks of Detroit. 

The officers are: Charles-C. Jenks, presi- 
dent; Emory W. Clark, Lem W. Bowen, 
Charles O. Patch, vice-presidents ; Albert E. © 
Green, secretary and treasurer; Claude A. 
Guerin, assistant secretary, and John C. Shaw,. 
assistant treasurer. 


Linea Library for Banks and Trust 
Companies 


Paced G. Milne, Jr., of the Trust Depart- 
ment of the Lincoln Trust| Company, New 
York City, has conceived the idea of a “Travel- 
ing Library” for banks and trust companies. 
This scheme of circulating books is one of the 
privileges of the New York Public Library 
and under the arrangement several books on 
given subjects are secured for a stated time. 
The plan is in successful operation at the Lin- 
coln Trust Company. The introduction of this 
plan in the Lincoln Trust Company met with 
a hearty reception which has enabled all mem- 
bers of the official and clerical staff to secure 
for reading or study a larger selection of 
books than would be possible or practicable to 
purchase for one’s permanent library. 
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SPECIAL. DIRECTORY OF COLLECTION BANKS AND TRUST 
COMPANIES 
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in their respective cities 
ee 


Co.—Capital $500,000. Surplus 

ident; Tom oO. Smith, Vice-Presi- 
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City Bank and Trust Com .—Capital and Surplus $1,000,000 
Collections a Specialty. We give Reasons for non-payment. 


KENTUCKY 


wor x Bank of Commerce of Louisville, Ky., with ample capital 


lus, and unparalleled vee on or collecting over the 
Ohio wall , tenders its services to the bankers of Pogprocser§ Samuel 
en 


MARYLAND 


First National ey ie ‘$1,000,000. Surplus and Fan polite, 
——., Deposits $6, H. B. Wil cox, President; 
Hammond, Cashier. Send’ “y your Marylecd business if you a 
prompt and satisfactory service on reasonable terms. 


MASSACHUSETTS 


The Third National Bank.—Capital and Surplus, $1,100, ape. For qu re 
service on Collections i in Western Massachusetts, send to us. 
rates and best service guaranteed. 


MICHIGAN 


The People’s State Bank.—Capital and lus, $3, — ,000.00. Geo. 
H. Russel, President; Austin E. Wing, ashier; H . P. Bergman 
Cashier Savings Department. 


MISSOURI 


Sy ne ag oe $1,000,000. Surplus and undi- 
vided profits, $750,000.00. W. T. Kemper, President; R. C, Mene- 
fee, Vice-President; H. C. Schwitagebe retary; Jozach Miller III, 
Treasurer; Townley Culbertson and J. D. Rising, Assistant Sec- 
a Collections promptly made and remitted for. Write 
us for terms. 


NEW YORK 
The People’s ig tg 000.00. Surplus ond. te 
$700, . Deposits 000,00800. 4 BD Biel issell, President; 
C: R. Huntley, E. H. Mw nn and E. a Newell, Vice-Presidents; 


Howard Bissell, Cashier. Send us your Buffalo collections and 
you will receive ’ prompt returns at low rates. 


OHIO 


The Union Savings Bank aad Trust Company.—Capital $1,000,000. 
nates $2,000,000. J. G. Schmidlapp, of the Board, and 
Wright, "President. 


The Second iocienet Bank.—Capital $100,000.00. Surplus $250 
Charles = Mave, 2) ay = George P. Sohngen, toe President; 
John E. Heiser, Cashi: Collections & specialty. 


The Ohio Savings: ~~ and Trust Co.—Capital $850 Surpi 
$425,000. Jas. J. Robison, President; aed ee Fc nad Cashier. 
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PENNSYLVANIA 


TEXAS 
Dallas Trust and S000. cen -—Cap’ 


WASHINGTON 
eg ee, Trust and Safe Deposit Co.—Capital $70,000. E. Shor- 


TORONTO 


The Bank of Toronto.—Capital $5,000,000. 
‘Incorporated 1855. 


BRANCHES 


$1,300,000. ized 1807. Capital 


Bank. 

000,000. Soe Deposits $15,000,000. Active and 
reserve accounts of et ot Oempanies and Banks invited. Howard 
W. Lewis, President; H. B. Bartow, Cashier. 
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The collection of commercial bills receives prompt attention. 





Demand for Trust Company Services 
in Smaller Communities 


The Hudson River Trust Company, the 
oldest banking institution in Columbia county, 
New York, illustrates the growing demand for 
the kind of accommodation which trust com- 
pany organization supplies. It is not only in 
the congested centers of population and finance 
that corporate trusteeship combined with bank- 
ing facilities is called for, -but also in the 
smaller communities. The Hudson River Trust 
Company, of Hudson, is the outgrowth of the 
Hudson River Bank which was established way 


We have a complete list of correspondents throughout Canada. 





back in 1830. When the National Banking Act 
was passed it became the National Hudson 
River Bank and continued under Federal char- 
ter until 1912, when local demand rendered it 
advisable to convert into a trust company. 

The Hudson River Trust Company reports. 
total resources of $1,026,236, capital of $125,000, 
surplus and profits of $74,642, and deposits of 
$814,101. The officers are: Delbert Dinehart, 
president; Robert. W. Evans, Ist vice-presi- 
dent; Chas. W. Bostwick, 2d vice-president; 
Chas. W. Clapper, secretary and treasurer; 
L. Royce Tilden, attorney. 
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companies, 


DISTRICT OF COLUMBIA. 
Washington. 


TUCKER, KENYON & MACFARLAND, 
Attorneys-at-Law 
Suite 901 Evans Building, Washington, D. C. 


Members of firm: Charles Cowles Tpeker, 
official reporter Court of Appeals, 

. Miller yen and Henry F. 
land, late Commissioner of the District of 
Columbia. Attorneys for . Dun and 
Company. Refer to American Security and 
Trust Company; Riggs National Bank or any 
local Trust Company or National Bank. 


GEORGIA. 


Atlanta. 
WATKINS & LATIMER, 
Attorneys-at-Law 
1509-1515 Fourth National Bank Building. 


References: Fourth National Bank, Geor- 
gia Savings Bank & Trust Co., Travelers 

ank & Trust Co., all of Atlanta, Ga., or any 
other Bank or Trust Company in Atlanta. 


INDIANA. 
Indianapolis. 
ERNEST B. KEITH 
Counsellor-at-Law. 


Law Building, Indianapolis. 
TRUST B AND LAW OF 
‘em 


ational City Bank, all 


smear 


pales St 


LOUISIANA. 
New Orleans. 
FARRAR, JONAS, KRUTTSCHNITT & 
GOLDBERG. 
Address: Suite 114, Hibérnia Bank Bidg., 
New Orleans, La. Cable address: “Criterion.” 
Counsel for The Hibernia Bank and Trust 
Company of New Orleans. 


MARYLAND 


Baltimore. 


GANS & HAMAN, 
Counsellors-at-Law, 
1137-59 Calvert Building. 

Members of firm: Edgar x Gans, B. How- 
ard Haman, Veron Cook, W. Calvin Ches- 
nut, ee Markell; Associat John P. 
Horsey. J 
son. 


. sot Mullen, eney rr a - 
Stockb ridge, Qhdon 
tT Great Winchester Street, 


Cable ad: 
Ht . “Namah.” Refer 4 one” Baltimore 


Trust Company, Baltimore, Md. 


banks, corporations, executors, administrators, transfer and 
who require legal representation in different cities or localities. 


register agents 


MICHIGAN. 
Detroit 


BOWEN, DOUGLAS, EAMAN & BARBOUR, 
Attorneys and Counsellors, 
No. 1101-08 Ford Building. 
Members of firm: Herbert Bowen, Samuel 
T. Douglas, Frank D. Eaman Herbert V. 
Barbour. References: Central Savings Bank, 


Union Trust Company, Detroit Trust Com- 
pany. 


NEW YORK 
New York City. 


FRANK C. McKINNEY. 
Counsellor-at-Law. 
69 Wall Street, New York. 

Mr. McKinney is Legal Editor of Trust 
CoMPANIES Magazine. pecial attention to 
the law of corporations, trusts, inheritance 
taxes and Surrogate practice. Collections. 


SOUTH CAROLINA 
Columbia 


BARRON, McKAY, FRIERSON & MOFFATT 
Attorneys- ~at-Law. 


1001-2-3-4-5-6-7_ Union National Bank, Bldg. 
Columbia, 8. C. 

Members of, firm: Chas. H. Barron Doug- 
las McKa J. Nelson Frierson, Thos 
Moffatt, ‘a. pichoneia 

References: H. A. Kahler & Co., 49 Wall 
a. New York; The Pullman Company Chi- 

camo: Equitable mores gage and Trust Co., 

timore; Southern ress Company, .At- 
| Ga.; Carolina Bon and Mor' gage, Se 

‘olumbia, ae C.; Union Nationa’ 
‘olumbia. National Loan and Sockenss 
Bank, Columbis, 8. C. 


CANADA. 
Toronto. 

BICKNELL, BAIN, MACDONELL & 
GORDON. 


Barristers, Solicitors, etc. 
Lumsden Building, Toronto. 


James Bicknell, & Pres Alfred Bicknell, 
James W a cLean Macdonell, 
K. C. M. Guten. ey . Fowler, H. E. 
Mexitrick “D. A. MacRae. 

General Solicitors for Imperial Bank of 
Canda. Counsel for Canadian Bankers’ As- 
sociation. Cable “Bicknell 
ronto.” References: Imperial Bank of Can- 
ada, Toronto, Ontario; Central Trust Com- 
pany of New York; Commercial Trust Com- 
pany, Philadelphia. 
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Toronto 


BLAKE, LASH, ANGLIN & CASSELS, 
Bagristers, Solicitors, etc. 


Canadian Bank of Commerce Bldg., Corner 
King and Jordan Streets, Toronto. 


Members of firm: 8S. H. Blake, KC; ZA. 

h, K. Blake, K. C.; A. W. Ang- 

D. ‘Lew whiter’ Gow, Miller 

H. Cassels, George 

assels, RN, 9 wy for: 

tional Trust Company, L Canadian Bank 

of Commerce, etc Lda hare “Blakes,” 
oronto 


MALOND, MALONE & LONG, 
Barristers Solicitors, Jiotaries, Conveyancers. 
Toronto General Trust Bldgs., corner Yonge 
and Colbourne Sts., Poronts Can. 

Members of firm: E.  Btalone, K. CG; A. 
L. Malone, E. G. Long. 

Solicitors for the Toronto General be 3 
Corporation, The Central Canada & 
Savings wane emf The Imperial Life Ineur- 
ance Company of Canada, The Provident In- 
vestment Company. 


Montreal. 


McGIBBON, CASGRAIN, MITCHELL & 
CASGRAIN 


CASGR AI MITCHELL, HOLT, McDOU- 
ALL, CREELMAN& STAIRS 
Royal Trust Building 
Advocates, ponreteters etc. 
Th. Chase-Casgrai n, Cc. Mictor E. 


Mitchell, K. C., Charles : so ~ C.,, A. 
Chase-Casgrain, K. C., Errol M. Dougall, 
John J. Creelman, Gilbert 5S olin Pierre F 
Casgrain. 

Solicitors for the Royal Trust Company, 
American 
Locomotive Company, the Kingdom 
Mutual Steamship jM.-B..., Association, 
Limited, Canadian "consolidated Rubber Com- 
any, Limited, and Ames Holden McCready, 
aim: R 


Correspondents throughout Canada. 


United Shoe Machinery Com mpany, 


WASHINGTON 


Jas. C. Cunningham, Vice-President and 
Manager Union Trust & Savings Bank of 
Spokane, as vice-president of the Trust Com- 
pany Section for Washington, presented the 
following report at the last annual meeting: 

Prior to the year 1907 the supervision of 
the State banks and trust companies was under 
the direction of the State Auditor, there being 
no trust company code, and all of the State 
banks and trust comparties doing business at 
that time were operating under the authority 
given them by the general incorporation act of 
the State. During the session of the Legisla- 
ture in 1906 a very complete and comprehen- 
sive trust company law was enacted, since 
which time the trust companies of the State 
have been operating under this statute. This 
temained practically unchanged until the last 
session of our Legislature when a great many 
amendments were proposed and a few of them, 
exceedingly freaky and obnoxious, were passed. 

The first official report of the condition of 
the State banks and-trust companies was issued 


551 


in 1907, and .showed that there wére then 
twelve trust companies transacting business 
with an aggregate capital of $2,129,667.02, sur- 
plus and undivided profits of $777,021.68 and 
deposits of $4,031,136.50, with no trust assets 
or trust accounts shown; while the last official 
report which has been issued since my report 
was made to this association last October in 
Boston, shows that there were 31 trust com- 
panies with aggregate trust funds amounting 
to $10,613,633.02 against $8,632,903.17 for the 
year 1912. The same report shows that the 
capital and surplus of all of the State banks 
and trust companies of the State exceed the 
capital of all of the National banks within the 
State by two million dollars, and in surplus 
and undivided profits they have approximately 
one million more than the National institu- 
tions. The latter, however, hold about five 
millions more deposits than the State banks 
and trust companies, while the average reserve 
of the National banks is shown as 36 per cent. 
and the State banks and -trust companies 29 
per cent. 

There have been organized within the State 
since October 21, 1913, four new trust com- 
panies; one has been consolidated with another 
trust company and three small concerns have 
closed their doors, but so far as I am able to 
learn none of them held any trust accounts; 
in fact I think it can be said that no trust 
company within the commonwealth has ever 
lost a.dollar of trust funds. One of the older 
trust companies that earlier in the year con- 
solidated with anothet trust company has re- 
cently absorbed one of the old National banks 
with a million dollar capital and a substantial 
surplus and undivided profits; hence it would 
appear that the trust companies within the 
State are more than holding their own with 
the National banks. 

The trust companies are required to report 
their condition to the State Examiner on the 
same days that the calls are made hy the 
Comptroller on the National banks, conse- 
quently the trust companies of Washington 
made five reports during the year 1913, as 
follows: February 4th, April 4th, June 4th, 
August 9th, and October 21st, and during the 
present year they have made four reports coin- 
cident with the calls of the Comptroller. 

All of the 31 trust companies reported are 
located: in 13 of the 39 counties of the State, 
while 15 or nearly half of them are located in 
the cities of Seattle, Spokane and Tacoma. 
The official report of the State Bank Examiner 
does not list the trust company separately in 
the totals but includes them along with the 
State banks, consequently it is quite a task to 
segregate them and make a report on the 
trust companies alone. * * * 
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An INDISPENSABLE Book for 
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“Legal Investments 
for Trust Funds” 


By FRANK C. McKINNEY 
Published by Trust Companies Magazine 


MaleetilS book is the FIRST and ONLY standard 
It guide for Trustees, Trust Companies and 
i others who manage estates, etc. 


It is the only complete and reliable guide 
for BANKING and I NT Firms issuing - 
or dealing in securities legal for trust funds. 

It contains a typical list of investments which are 
“legal,’’ in various states. 

It contains the laws, latest court decisions and a 
general discussion of the principles affecting “legal 
investments” and liability of trustees. 


Your reference library will not be complete without 
this standard book. 


Order. Attractively bound in buckram. 340 pages 
NOW! PRICE: $3.00, postpaid 
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